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The Heart of Exide Central Statio 


Batteries is the positive plate.. 


The Exide Battery with the manchester positive plate 
is different from all others. This plate, with its unique 
lead button construction, has always been the heart 
of Exide Central Station Batteries. The buttons— 
rolled strips of corrugated soft lead—are forced into 
holes of a special lead-antimony grid. Forming action 
expands the buttons and locks them securely in place. 
The result—tremendous reserve power, exceptionally 
long life, trouble-free performance. 


Exide Batteries have earned the confidence of engineers 
everywhere. Their widespread use for control bus 
operation and other storage battery tasks is proof oj 
their dependability, long life and ease of maintenance 


R AT T FE e | ES Whatever your storage battery problems may be 
Exide engineers will be glad to help you solve them 


1888... Dependable Batteries for 60 Years... 1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Attractive folders on 
this Regulator will 
be furnished free, for 
your trade. Write for 
catalog and price list 
on Barber Burner 
Units for Gas Ap- 
pliances, Conversion 
Burners for Furnaces 
and Boilers, and Reg- 
ulators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes Y4"” up. 


@ As you know, the name Barber is an assurance of dependable quality. Here 
is a gas pressure regulator whose design is tried and tested, made with rugged 
body, brass operating parts, phosphor bronze springs, and diaphragms of finest 
sheepskin, properly processed for domestic delivery pressures (for low pres- 
sure on LP gas, diaphragms are of Vulcan Proofing). A Barber Regulator is 
a precision device, responds to 3/10 pressure drop, and can be relied on for 
continuous operation. A good regulator is the only regulator worth your money 
or your customer’s. Barber’s 30-year record is a guarantee of satisfaction. 
When ordering please specify type of gas. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER cacssune REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Pusuic Utiities FortNIGHTLY .. 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; 
it is ot under the editorial supervi- 


sion of, nor does’ it bear the endorse- - 


ment of, any organization or associa- 
tion. The editors do not assume re- 
sponsibility for the opinions expressed 
by its contributors. 
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769 
Service Shops in Other Cities *% Factory at South Norwalk 
784 
794 
801 HEN you need some quality control equipment in a hurry, call 
on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
806 out interruption. ° 
809 , : . ‘ 
Quality, workmanship and sound engineering are other good reasons 
817 why Norwalk leads in gas control equipment. You'll find qualified 
822 gas men at all 11 branches. 
827 . 
If your problem has to do with the proper control and regulation 
832 of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We’ve been at it since 1878. 
i 
768 


3 NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK ; CONNELLY 
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UBLIC utility service is taken so much 

for granted in the United States that 
glancing over statistics of utility service 
outside the United States provides an 
interesting, if not startling, comparison. 
The United States, with over 30,000,000 
telephone subscribers and nearly 40,000,- 
000 electric customers and approximately 
75,000,000 people using public water 
supply, without question not only leads 
the rest of the world in public service 
but, unit for unit, possesses more public 
utility facilities than all the rest of the 
world combined. 


THE relative scarcity of public utility 
service abroad is best illustrated in the 
telephone field where accurate statistics 
have long been collected and made avail- 
able by the Bell system. Nearly one out 
of every four persons living in the United 
States subscribes to a telephone, which 
makes the service available to almost 
everyone. In all of Europe the ratio is 
nearly one telephone subscriber to 40. 
In all of South America the ratio is about 
one to 80, And in the vast domain of the 
USSR, the communist paradise of the 
proletariat, the ratio is about one tele- 
phone for every 140 inhabitants. 


“h 
TR : ; ‘ 
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AssuMING that gas, electric, transit, 
and other facilities of normal American 
urban life are relatively disproportionate 
in their availability to people living in 
foreign lands, it is obvious that any pro- 
gram of assistance, which this nation 
might give to foreign countries, would 
include the establishment of public util- 
ity services. It may be of passing interest 
to note that the high degree of saturation 
of public utility service in the United 
States has been accomplished chiefly 
through the private enterprise or so-called 
“profit” system. In foreign countries, on 
the other hand, public ownership is the 
rule rather than the exception. 


B= regardless of how they see fit to 
conduct their public services, the 
fact remains that if we would help the 
so-called “free nations,” we must help 
them establish more and better public 
service facilities, It is not generally 
known that three different agencies of 
the United States government have, in 
fact, been extending assistance to foreign 
countries along this line. One of these 
agencies, the Export-Import Bank of 
Washington, has been doing this sort of 
thing for a number of years. More re- 
cently the World Bank and the Economic 
Codperation Administration (Marshall 
Plan) have entered the field of helping 
other countries to establish and improve 
their public utility facilities among other 
forms of domestic economic recovery 
abroad. 


THE opening article in this issue is 
the first of a 2-part series which analyzes 
in some detail the scope and amount of 
American assistance, through loans and 
grants, to foreign countries for purposes 
of the establishment or improvement of 
public utility services. Since the exact 
amount of money of these programs has 
not been made available, and since a num- 
ber of them are pending or tentative, 2 
final over-all figure could not be totaled. 


But judging from some of. the 
6 
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n exemplifying the new trend in store design and modern lighting techniques 
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,. 
st NOVEL exhibition-on-wheels, the Pitts- tionally-known authority, the lamps and fix- 
n burgh Store Modernization Caravan is of tures are accurately proportioned to duplicate 
d interest to everyone having anything to do with in miniature the actual conditions met in store 
y retailing. Employing two truck-driven 26-foot illumination. This Pittsburgh Store Moderni- 
d trailers, it is a practical as well as an exciting zation Caravan shows how present structures, 
n show. as well as new buildings, can become even more 
Here is a twelve-unit exhibit (each trailer effective through proper lighting and proper 
, holds six models) which demonstrates through design. 
“true-to-life” scale models, the latest advances Make sure that you visit the Pittsburgh Store 
in store front and interior designs, and in mod- Modernization Caravan when it reaches your 
) ern lighting techniques, Designed by a na- city. Watch for its coming. 
e 
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y TWELVE SCALE-MODELS 
f of distinctive store de- 
4 signs, like the one illus- 
n trated here, comprise the 
e Pittsburgh Caravan. Each 
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w: actual store conditions. 
c Store exteriors, windows, - 
i interior arrangements, 
“4 and lighting are accurately 
e reproduced. 
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8 PAGES WITH THE EDITORS (Continued) 


amounts mentioned in the course of this 
double instalment article, it probably 
would not be too far off to estimate that 
the program in loans and grants for as- 
sistance to foreign utilities amounts to 
more than a billion dollars to date, and 
more to come. 


It is understandable too, in view of 
the objective of the Marshall Plan, for 
example, to help these countries to help 
themselves. The beginning of any sort of 
self-help movement must have as its 
basis an adequate electric power supply 
and transportation and communication 
services. Without them only a rudimen- 
tary economy could be obtained. 


HERBERT BRATTER, author of this 
study of Federal financial aid to foreign 
public utilities, is an economist specializ- 
ing in banking and international finance 
now resident in Washington, D, C. He 
has written for numerous financial and 
business publications such as Nation’s 
Business, Barron’s, The Annalist, Bank- 
ing, Current History, and Asia. He be- 
gan his career in 1921 as a statistician 
with the Chinese government in Shang- 
hai. 

In 1925 he became manager of the 
South American branch of the Export 
Advertising Agency in Buenos Aires. In 
1929 he entered government service with 
the U. S. Department of Commerce and 
later the Treasury Department, during 
which period he went on an economic 
mission to the Far East and was as- 
signed to the American Embassy in 
Tokyo. During recent years he has en- 
gaged chiefly in writing and private 
research. 


* * ¢ 2 


W: welcome a new contributor in this 
issue in the person of Everett C. 
McKeace, chief counsel for the Cali- 
fornia Public Utilities Commission, 
whose article “Due Process Concept un- 
der Administrative Law” begins on page 
794. Jupce McKeEacE was admitted to 
the California bar in 1922 and engaged 
in general law practice in San Francisco 
until his appointment to the California 
Superior Court bench in 1939, He has 
been active in professional specialties of 
administrative, international, labor rela- 
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EVERETT C. MCKEAGE 


tions, public utility, and taxation law in 
connection with the American Bar As- 
sociation and the California and San 
Francisco bar associations. 


* * * x 


D. WorKMAN, JR., whose arti- 
© cle entitled “The Siege of Pri- 
vate Utility Control in South Carolina” 
begins on page 784, is another newcomer 
to- the ForTNIGHTLY pages. A career 
journalist, Mr. WorKMAN is at the pres- 
ent time state correspondent for The 
News and Courier, making his home in 
Columbia, South Carolina, 


* * * * 


_— the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


Tue North Dakota commission, in 
authorizing natural gas curtailment dur- 
ing a shortage of supply, held that gas 
should be made available during the 
emergency for residential purposes in 
preference to commercial and industrial 
purposes. (See page 129.) 


THE next number of this magazine 
will be out December 16th. 


Th Eure 
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the Punched-Card “Robot” 
rti- 
Ti- 
~ . Not the Aladdin’s Lamp, story-book kind numbers, withholding tax deductions, 
per of hocus-pocus, either. But modern ac- rates and unit prices, payroll extensions 
es- counting magic—the kind that effortlessly and hundreds of other hard-to-get fig- 
he mows down eight out of nine record- ures. At the same time it segregates, it 
= keeping operations. interfiles or it leaves master and detail 
Eight out of nine? Yes, sir! The cards in their original order. ° 
Remington Rand Interfiling Reproducing That’s the kind of magic you need for 
re- Punch gives you the equivalent of add- preparing your payrolls, service bills, tax 
Re- ing, subtracting, multiplying, dividing... reports, revenue reports and dozens of 
- plus punching, verifying, segregating _ other vital accounting records! 
and interfiling. It doesn’t print reports— Let us send you our newest booklet 
in but it makes that operation a snap for about the Robot. There’s magic in it for 
ur- the Alphabetical Tabulator. you. Just write Tabulating Machines 
ras No wonder users call it the Robot of Div., 315 Fourth Ave., 
the punched-card accounting! From master New York 10, N. Y. 
Px cards, this ingenious machine punches 
into detail cards: names, social security 
ine Samet, 
@- 
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_ | Remington Rend 


FOR 40 YEARS—PUNCHED-CARD PACEMAKER 
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THE FCC STILL NEEDS INVESTIGATION 


One of the actions taken in the 80th Congress of interest to 
the communications field was a resolution adopted by the House 
for an investigation of the Federal Communications Commis- 
sion by a select committee. This was essentially the result of an 
accumulation of questions concerning the administration of the 
Communications Act which has not been really changed since 
it was enacted in 1934. Representative Forest A. Harness, an 
Indiana member of the 80th Congress and chairman of the 
select committee, tells in this article why he thinks the investi- 
gation should be continued in the 8Ist Congress. 


THE MOBILE TELEPHONE PROBLEM 


From the regulatory standpoint, the advance of the mobile 
telephone, which saw the transition from the wartime “'walkie- 
talkie" to the modern automobile telephone, has brought in its 
wake a host of headaches. The division of a relatively small 
number of available radio frequencies to a multitude of would- 
be users of the radiotelephone for various purposes, challenges 
the best brains of both industry and government. Warren Henry, 
chief engineer of the Illinois Commerce Commission, gives us 
the interesting story of this present-day analogy to the biblical 
parable of the loaves and fishes. 


PLEASE—NOT “PUBLIC RELATIONS" 


Public relations is not something that can be practiced on 
Mondays, Wednesdays, and Fridays and forgotten at other 
times, nor is it something that can be delegated to a vice presi- 
‘dent or other titular officials. Public relations is a fact—good, 
bad, or indifferent. James H. Collins, California editor and 
writer of business articles, gives us a vivid slant on the modern 
public relations concept. 


FEDERAL FINANCIAL AID TO FOREIGN PUBLIC 
UTILITIES. PART Il 


In the first instalment of his 2-part serial on Federal financial 
aid to foreign utilities, Herbert Bratter, economist and specialist 
on banking articles, tells us in this issue (December 2nd) the man- 
ner and scope of Federal loans through the Export-Import Bank. 
In his second instalment, to be published in the December | 6th 
issue, the author covers the loans and grants made for the 
same purpose through the World Bank and the Economic Co- 
Speration Administration. 








A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Covering up a three-mile, two-and-a-half- 
inch water line is a fast and simple job for 
an International TD-9 equipped with hy- 
draulic bullgrader. The Chattanooga Valley 
Water Co. is using this unit to handle the 
backfilling operation on their saburban water 
main extension. 

International Crawlers are the favorite 
tools for jobs like these because of their 
sure-footed power, economy and depend- 
ability. You’ll find them on public utilities 





construction. projects everywhere, saving 
time and cutting costs. 

Your International Industrial Power Dis- 
tributor will help you choose the right size 
International Crawler for your job require- 
ments. He has a complete line of Interna- 
tional-powered equipment to handle every 
construction and earthmoving job. He will 
show you why it’s good business to stand- 
ardize on International Industrial Power on 
all your construction projects. 


INTERNATIONAL HARVESTER COMPANY 
Chicago 
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Tune in James Melton on“ Harvest of Stars" CBS Wednesday evenings 


T CRAWLER TRACTORS 
DIESEL ENGINES 


POWER UNITS 
POW FR 
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CuHarRLEs J. (Mortimer, Jr. 
Vice president, General Foods 
Corporation. 


Emit BrRuNNER 
Professor, University of Zurich. 


H, Struve HENsEL 
Former Assistant Secretary of 
the Navy: 


EprroriaAL STATEMENT 
Chicago Daily Tribune. 


CHANNING R, DooLey 
Former industrial relations 
manager, Socony-Vacuum Oil 
Company. 


J. Howarp Pew 
Director, Sun Oil Company. 


James D. WIsE 
President, Bigelow Sanford Carpet 
Company. 


Joun S. Hastincs 
Member of the board of trustees, 
Indiana University. 


Horace P. Liversince 
Chairman, Philadelphia Electric 
Company. 


Dwicut D, EIsENHOWER 
President, Columbia University. 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





“Communism, unlike nature, flourishes’ in a vacuum— 
a vacuum of information.” 


* 


“Once the economy is nationalized, a totalitarian state 
is there whether one wants it or not.” 


e & 
“Planning for industrial mobilization is democracy’s 


counterweapon to the dictator’s sudden strike.” 


* 


“Government can kill free enterprise by taxation, but 
it cannot replace its rdle in progress by Socialism.” 


> 


“Labor and management must make this present system 


work if we are to save civilization and to save ourselves.” 


* 


“Industry will commit economic suicide unless it can 
create within its operations the means to insure its re- 
production.” 


¥ 


“It is not putting it too strongly to say that good 
industrial and public relations are democracy’s ticket to 
the last boat.” 

> 

“Free institutions, free business, and free people are 
the product of free education. The maintenance of free- 
doms we so highly prize can only be guaranteed through 


jh] py HPT iP ithe safe-guarding of free education.” 


ba 


“The science of electricity is just coming of age. With 
the harnessing of atomic energy and its eventual applica- 
tion to peacetime uses, we may expect a new era of 
opportunity in virtually every field of human endeavor.” 


* 


“I deeply believe that all of us must demand of our 
schools more emphasis on those fundamentals that make 
our free society what it is and that assure it boundless 
increase in the future, if we comprehend and apply 
them.” 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 
ern utility plant needs. Springfield im 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


¢ BENT TUBE BOILERS 


For maximum efficiency in minimum space! 
Carefutiy balanced Springfield designs built to give 
extra values in- performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
citv from 10,000 Ibs. up. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 





® STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 





@ TYPE M STANDARDIZED BOILERS 


SPRINGFIELD 


Standardized for quicker delivery 
..lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a“’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


1960 E. Capitol Ave. 


Worldwide Sales and Service 


BOILER 


Springfield, Illinois 


CO. 
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14 REMARKABLE REMARKS—( Continued) 


Homer A. Vitas 
President, Association of Stock 
Exchange Firms. 


Eprror1AL STATEMENT 
Chicago Journal of Commerce. 


CLarK W. KING 
Vice president, Allegheny Ludlum 
Steel Corporation. 


RatpH HENDERSHOT 
Financial editor, New York 
W orld-Telegram. 


Donatp R. RICHBERG 
Former Administrator of National 
Recovery Administration. 


Rosert P, BoyLan 
Chairman, New York Stock 
Exchange. 


BENJAMIN H, NAMM 
President, Namm’s Department 
Store. 


ALFRED P, SLOAN, Jr. 
Chairman of the board, General 
Motors Corporation, 
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“Every Main Street of our country is Wall Street. 
Wall Street is all industry, all the people. It’s everyone 
with an insurance policy.” 


* 


“Tt is the American consumer that eventually pays the 
bill for higher-cost transport. Resistance to extortionate 
wage demands is therefore in the public interest.” 


¥ 


“Top executives can spend a mint on employee and 
community relations and still not obtain half the results 
that could be achieved simply by giving the program a part 
of their own thought and time and effort.” 


¥ 


“Big corporations in the United States are doing the 
jobs which only big concerns can do efficiently, whereas 
the smaller business organizations are doing the jobs 
they can do best. There will always be some who get out 
of turn in both classifications, but the system cannot be 
condemned on that basis.” 


* 


“The abuses of . . . labor power by many labor leaders 
in recent years, the recklessness with which the entire 
public interest has been sacrificed, even in time of war, to 
advance the private interests of well-organized minorities, 
have made it plain that the dominance of the general wel- 
fare must be reéstablished by law.” 


ad 


“It seems odd that the Securities and Exchange Com- 
mission, with all its vast powers, apparently has been lost 
sight of by those who are holding Wall Street up to public 
scorn. It would seem that those of us in the securities 
business have a great deal more of respect for the SEC 
than do some of the men in higher levels of government.” 


¥ 


“Producers and distributors have done a fine job of 
manufacturing and selling in the past decade, but their 
efforts have still left much to be desired in presenting the 
American way of living to the American people. On the 
other hand its detractors have done a thorough job, leav- 
ing businessmen confronted with the responsibility of 
proving that our way of living works.” 


¥ 


“Business needs for capital are urgent today and will 
continue so for a considerable period ahead. And this 
additional capital must earn additional dollar profits 
which, in turn, must be reflected in the aggregate profits 
of the enterprise as a whole. This is clear. Dollar profits 
of American enterprise, even for the same physical vol- 
ume, must today and in the future be substantially higher 
than prewar. And this is true not only in times of high 
productivity such as exists today, but over the entire 
business cycle if our economy is to remain virile and 


dynamic,” 
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THE OIL FILLED EQUIPMENT OF 
VIE THE WORLD’S LEADING UTILITIES 
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There’s sound reason for the accept- 
ance by leading utilities of Grinnell 
Mulsifyre Systems to protect oil filled 
equipment and other transformer sta- 
tion installations. 


Executives and engineers recognize 
the proved principle whereby blazing 
oil is emulsified with a driving spray of 
water. The emulsion formed by the 
water spray is fire-extinguishing — the 
fire goes out in a few seconds -— and 
reignition is prevented. There is abso- 
lutely no conductivity along the dis- 
charge of Mulsifyre projectors when 
spray strikes high voltage conductore 


Mulsifyre Systems are permanentl 
installed — constantly on guard wi 
automatic operation, or may be oper- 
ated manually. Recommended by 
Underwriters’ Laboratories’ for use in 
extinguishing fires in flammable oils 
immiscible with water, wherever such 


oil is 0 few teamed See that your equipment has this 24-hour 


rotection — don’t wait for fire to strike! 
Sneiteneed Grinnell engineers will help 
you plan protection for your specific needs. 


GRINNELL CS] COMPANY 


Executive Offices, Providence 1, R. L 
Branch offices in principal cities 
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OR POWER PLANTS 


Multifuel Burners Chain-Grate Stokers 
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@ Newport News has received contracts for all fifteen of the turbine units 


awarded thus far for Grand Coulee.Dam, the world's greatest power installation. 
With individual ratings at 150,000 and 165,000 h.p. at 330-foot net head, they 
are the highest-powered hydroelectric units ever built. 


The engineering, efficiency, and workmanship of Newport News built water power 
equipment has been proven by installations in many of the world's great power 


developments. 


NEWPORT NEWS, VIRGINIA 
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contributing to loss* 








You get positive, automatic, de- 
pendable fire protection at door- 
ways, windows and other hori- 
zontal openings with the famous 
Akbar Fire Doors. They’re pushed 
downward by a strong spring... 
controlled in downward speed by 
a special safety device .. . and 
operable after automatic closure, 
for emergency use. These efficient 
doors remain coiled out of the way 
overhead when not in use, but 
lower into place with speed and 
efficiency when fire threatens. 
They combat fire loss by cutting 
off drafts, blocking the spread of 
flames, and confining fire to small 
areas. Approved and labeled by 
Underwriters’ Laboratories, they 
have saved as much as 33% of 
their cost annually, in reduced in- 
surance rates. Built to fit win- 
dows, doorways or other openings 


of any size. Write for complete ss i 
Safienmetion *In one year, out of 187 fires involving losses 
of $250,000 or more, 77 showed lack of pro- 
Kinnear Rolling Fire Doors can also section at se as a contributing factor 
be equipped for daily service use, with vo S ™ - the Ji aumary 194 7 Quarterly 
or without motor operation. But the of the ; Fire Protection Association). 
regular (non-labeled) Kinnear Rolling anvfacteri 
Doors are preferred for service use The KINNEAR Mens "g Co. 
where extra fire protection is not re- 2060-80 Fields Avenue, Columbus 16, Ohio 
quired. ; 1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities. 
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4 Institute of Radio Engineers and American Institute of Electrical Engineers will hold 
joint conference, Washington, D. C., Jan. 10-12, 1949. 





American Society of Mechanical Engineers ends annual meeting, New York, N. Y., 1948. 
National Electrical Contractors Association ends annual meeting, Miami, Fia., 1948. 








National Exposition of Power and Mechanical Engineering ends annual meeting, New 
York, N 8. 





/ sme prican ‘ead of Refrigerating Engineers begins annual convention, Washington, 
D. , 1948 





| American Water Works Association, Southeastern Section, begins annual meeting, 
Augusta, Ga., 1948 








Highway Research Board, National Academy of Sciences and National Research 
Council, begins meeting, Washington, D. C., 1948. 





American Gas Association, Home Service Workshop, will hold annual conven- es) 
tion, Cleveland, Ohio, Jan. 24-27, 1949. 








Interstate Oil Compact Commission begins annual. meeting, Wichita, Kan., 1948. 





Machinery and Allied Products Institute begins convention, Washington, D. C., 1948. 








American Society of Heating and Ventilating Engineers will hold annual convention, 
Chicago, Iil., Jan. 24-27, 1949 








International Heating and Ventilating Exposition will be held, Chicago, Ill., Jan. 
24-28, 1949. 








4 National Association of Corrosion Engineers will hold annual convention, Cincinnati, 
Ohio, Mar. 7-10, 1949. 








{ Oklahoma Utilities Association will hold annual meeting, Tulsa, Okla., Mar. 17, 18, 1949. 





q New England Gas Association will hold annual convention, Boston, Mass., Mar. 24, 25, 
49. 
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Federal Financial Aid to 


Foreign Public Utilities 


Part I 
Loans and credits made by the Export-Import Bank 


It is not generally realized, even among those interested in public utility 


company operations in the United States, that our Federal government 
lends support from the United States Treasury to three different inter- 
national lending organizations which have authority to give financial 
assistance for the establishment, rehabilitation, and expansion of public 
utility operations in foreign countries; and that such authority has been 
exercised to the amount p> ts millions of dollars. Such aid or invest- 
ment in foreign utility operations is, of course, only part of a program 
for general assistance which these three agencies—Export-Import Bank, 
World Bank, and Economic Codperation Administration—are carrying 
out as part of the international policy of our Federal government. In 
this article, probably for the first time, an over-all picture based on 
authoritative sources is presented with special reference to the nature and 
degree of our Federal government financing of foreign public utilities. 


By HERBERT BRATTER* 


INCE early in the Roosevelt ad- 
ministration foreign public utili- 
ties and railroads have been the 
recipients of Federal financial assist- 
ance through the Export-Import Bank 


*For personal note, see “Pages with the 
itor.” 
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of Washington, which came into being 
in 1934, And, since the recent war, 
transportation and power projects 
abroad have had access to dollar financ- 
ing through a new institution, the In- 
ternational Bank for Reconstruction, 
with headquarters in Washington. 
DEC. 2, 1948 
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Now there has arrived on the scene a 
vast new source of dollars to nourish 
the industrial strength of various dis- 
tant and near-by countries: the 
Economic Codperation Administra- 
tion (ECA). Strange as it seems, no 
official attempt has been made to sum- 
marize with any precision the activi- 
ties of these three financial agencies as 
they relate to railroads and surface 
transportation; nor is such a compila- 
tion within the capacity of a magazine 
article. However, an idea of the range 
of the operations utilizing the money 
and credit of the United States in these 
two fields may be obtained from the 
material presented below. 

Only one of the three sources of 
American government credit named 
above, the ECA, is formally established 
to make grants as well as loans. The 
Export-Import Bank and the World 
Bank are supposed to make only sound 
loans with reasonable chances of re- 
payment, What constitutes a reasona- 
ble chance of repayment for a loan 
of ten, twenty, thirty, or forty years 
in a world as politically and economi- 
cally unstable as this world today looks, 
or in past decades has demonstrated 
itself to be, the writer does not venture 
to state. Unquestionably, loans in 
which governments participate as lend- 
ers and borrowers are hardly “busi- 
ness” loans in the everyday sense of 
the word and carry an element of 
international political considerations 
which varies according to the circum- 
stances, Even in the case of a single 
borrower country, which under differ- 
ent circumstances may have incurred 
indebtedness to one or more of the 
three lending agencies named above, 
repayment of a very businesslike loan 
made some years ago quite conceivably 
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may be affected adversely (from the 
lender’s standpoint) by easier repay- 
ment provisions or escape clauses ina 
subsequent loan contract. Uncle Sam’s 
growing “investment” of millions in 
foreign utilities, therefore, is an in- 
vestment in international cooperation; 
not an investment with the object of 
income or profit. 


ae countries have been leaning 
heavily on the economic strength 
ever since World War I, borrowing 
here in the first instance dollars, but 
in reality capital and consumption 
goods, In the Twenties, reliance was 
placed on the private American capi- 
tal market—‘‘Wall Street loans.” That 
era came to an end in the early Thirties, 
and since then it has become customary 
to look to the government of the 
United States to assume the whole or 
at least a good fraction of the risks of 
international loans. The Export- 
Import Bank seeks in various ways to 
encourage private investment abroad, 
either directly or through participation 
with “Ex-Im.” The World Bank may 
not only lend its own money, but may 
guarantee loans privately made, as in 
the case of the Dutch ship loan of 
1948. But it is the government’s credit 
that dominates the scene. 

Already in the Twenties there ex- 
isted abroad a noticeable trend toward 
industrialization, which involved ex- 
pansion of electric power and transpor- 
tation facilities. During the Great 
Depression raw-material and other 
“one-crop” countries received a force- 
ful lesson in the desirability of diversi- 
fication and greater economic independ- 
ence. It remained for World War II 
to bring it home to the people of the 
world that the United States is a 
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mighty country by virtue of its indus- 
trial capacity, which would not exist 
without “power.” The harnessing of 
natural power has become a global goal, 
an objective common to Britain and 
China, Brazil, the Philippines, India, 
and Mexico. 


ae present American policy is to 
assist in the development and re- 
construction of friendly foreign coun- 
tries. This the American public regards 
as in our own interest, The belief that 
prosperous and stable countries make 
for a prosperous and stable world is 
general here. The United States, of 
course, is still too export minded; 
thinks too much in terms of foreign 
markets for American goods and too 
little in terms of the imports this coun- 
try must make if the outside world is 
to be healthy. Consequently, there is 
widespread business support for the 
foreign loan programs and the ECA. 

Obviously, military considerations 
also enter into the picture at this point. 
Just as we believe it in our interest 
that there should be a Western Eu- 
rope economically strong enough to 
withstand the ideological and military 
onslaughts of the modern barbarians 
from the East, so does it appear ad- 
visable to help financially in the devel- 
opment of the strategic and critical 
material resources of Latin America 
and other parts of the world. If some 
inclination is evident on the part of 


would-be borrowers to take advantage 
of the American econo-military phi- 
losophy, that cannot be escaped but 
only guarded against by those Ameri- 
cans in Washington in whose hands 
have been placed large purse strings. 


O Saxe remainder of this article shows 
by way of examples how Ameri- 
can public credit is being used for the 
development of power and surface 
transportation in other countries. The 
Export-Import Bank, the World Bank, 
and the ECA are discussed in separate 
sections. The first and third of these 
lending institutions operate solely with 
capital made available by acts of the 
Congress. The World Bank, to which 
the United States government is the 
major contributor of capital, operates 
mainly with funds raised in the United 
States investment market through the 
sale of the bank’s debentures. To the 
extent of the United States govern- 
ment’s commitment in the bank, 
$3,175,000,000, the debentures are 
offered as virtual obligations of the 
United States. Thus far the bank has 
undertaken in the United States only 
one public offering. This occurred in 
July, 1947, and totaled $250,000,000. 


I, Export-Import Bank 
— the Export-Import Bank 
over the years has made loans in 


all parts of the world, it has been par- 
ticularly active in Latin America. This 


nomic strength ever since World War I, borrowing here 


q “FOREIGN countries have been leaning heavily on the eco- 


in the first instance dollars, but in reality capital and con- 
sumption goods. In the Twenties, reliance was placed on the 
private American capital market—‘Wall Street loans.’ That 


era came to an end in the early Thrities . . . 
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naturally follows the fact that the bank 
is a government institution operating 
entirely with money made available by 
Congress. Although the bank has been 
jealous of the independent status given 
it by Congress and has sometimes suc- 
cessfully resisted pressures which the 
State Department has sought to put on 
it to make specific loans for a political 
purpose, the Good Neighbor Policy 
has been reflected on the bank’s balance 
sheet. 

The increasing political tension in 
the world since the recent war and the 
creation, under the Bretton Woods 
Agreements Act of 1945, of the 
National Advisory Council on Interna- 
tional Monetary and Financial Prob- 
lems have tended to make the Export- 
Import Bank more and more an 
instrument of national policy in which 
the “soundness” of loans is secondary 
to their effect on the national defense 
and the cultivation of friendly relations 
with countries producing strategic and 
critical materials or occupying a geo- 
graphical position of potential wartime 
importance to us. 

The Secretary of State is ex officio 
a member of the 5-man board of the 
Export-Import. Bank. The bank is 
represented on the National Advisory 
Council, along with the Secretary of 
the Treasury, the Secretary of Com- 
merce, the chairman of the Federal 
Reserve Board, and the ECA Admin- 
istrator. It is not difficult to imagine 
that, where high national policy is in- 
volved, considerable pressure may be 
exerted on the Export-Import Bank 
to make certain loans, notwithstanding 
statutory provisions as to the sound- 
ness of its operations, 

Below are described several Export- 
Import Bank loans in the public utility 
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and transportation fields as selected and 
described for this writer by the bank. 


Uruguayan Government 
Utility Financed 

F 1937 the Comision Tecnica y 

Financiera de Las Obras Hidro- 
electricas del Rio Negro, an official 
agency of the Uruguayan government, 
known as Rione, entered into a contract 
with German firms to design and con- 
struct a hydroelectric project on the 
Rio Negro river to supply Montevideo 
and surrounding territory with electric 
energy. The dam was almost completed 
by December 7, 1941, and a portion of 
the machinery already manufactured in 
Germany was undeliverable. Since the 
electrical supply was dependent upon 
antiquated steam generating plants, 
and since the supply of fuel for these 
plants was inadequate and uncertain, 
it was considered desirable and neces- 
sary to complete the hydroelectric proj- 
ect not only to obviate the risk of a 
breakdown of existing facilities but 
provide for the future growth and ex- 
pansion of the electric load. Conse- 
quently, the Uruguayan government 
canceled its contract with the Germans 
and entered into an agreement with the 
“Ex-Im” Bank to borrow $12,000,000 
to finance the acquisition in the United 
States of machinery, equipment, etc., 
required to complete the construction 
and installation of the project and re- 
lated facilities, The credit was author- 
ized on July 22, 1942, and was to be 
available until December 31, 1948. 


} sesame notes issued by the bor- 
rower were the direct obligations 
of the Republic of Uruguay, bear in- 
terest at 4 per cent per annum, and are 
repayable in 30 equal semiannual 
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Present American Policy 
“rr present American policy is to assist in the development and 
reconstruction of friendly foreign countries. This the American 
public regards as in our own interest. The belief that prosperous and 
stable countries make for a prosperous and stable world is general here.” 





instalments beginning June 15, 1951, 
and ending December 15, 1965. 

The project was of particular inter- 
est because much of the equipment had 
to be manufactured to special sizes to 
fit in with the work already completed 
under the German specifications, The 
Harza Engineering Company of Chi- 
cago acted as a consulting engineer to 
the borrower throughout the construc- 
tion of the plant. 

The dam has an over-all length of 
about 3,300 feet and is 131 feet high 
at the spillway crest. It creates the 
maximum operating head of 105 feet. 
The powerhouse will ultimately con- 
tain four 32,000-kilovolt ampere units. 
Power is transmitted over two 170- 
kilovolt transmission lines 150 miles 
long, terminating at Montevideo. With 
all four units in operation the project 
will generate 530,000,000 kilowatt 
hours annually. Output is sold to a 
government-owned corporation which 
has authority over power distribution. 

Initial operation of the first two 
units was inaugurated in February, 
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1947, The $12,000,000 credit had been 
completely disbursed. 


Mexico’s Colimilla Hydroelectric 
Project 


HIS is the case of a Mexican 

government-owned utility fi- 
nanced by the Export-Import Bank. 
On October 29, 1947, the bank ap- 
proved a credit of $3,500,000 to Na- 
cional Financiera, S.A., a financial 
agency of the Mexican government, to 
be used to finance purchases in the 
United States of materials, equipment, 
and services required to complete the 
installation of a new 54,400-kilowatt 
hydroelectric station and associated 
facilities then under construction by 
Nueva Compania Electrica Chapala, a 
public utility company serving the city 
of Guadalajara and adjacent territory 
in the central part of Mexico. 

The credit is to be available to Na- 
cional Financiera until December 31, 
1949, Interest on outstanding amounts 
will be at the rate of 34 per cent per 
annum, payable semiannually. The 
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principal is to be repaid in 20 semi- 
annual instalments beginning June 30, 
1950. The obligations of Nacional 
Financiera are unconditionally guaran- 
teed by the Republic of Mexico, 

Nueva Compania Electrica Chapala, 
S.A., although organized and operated 
in the form of a private corporation, 
is entirely owned and controlled by the 
Mexican government through Na- 
cional Financiera. It is subject to pre- 
cisely the same regulations of the 
Ministry of Economy which govern the 
operation of all utility companies in 
Mexico. It operates an interconnected 
power system serving 57 villages, 
towns, or cities in 21 municipalities in 
the central portion of the state of 
Jalisco, Service is also rendered in 12 
communities in the neighboring states 
of Michoacan and Nayarit and energy 
is sold to the Guanajuato Power & 
Electric Company, a subsidiary of 
American & Foreign Power Com- 
pany, for resale in that company’s 
territory in the adjoining state of 
Guanajuato. The principal load center 
of the area served is the city of Guada- 
lajara, capital of Jalisco and second 
largest city in Mexico, with a popula- 
tion of 270,000. 


bw 1946 the company provided elec- 
tric service to 48,500 consumers 
whose combined requirements resulted 
in a peak load on the generating facili- 
ties of 32,000 kilowatts. Its present 
sources of energy are limited to three 
hydroelectric plants having an aggre- 
gate installed capacity of 37,800 kilo- 
watts. In addition to the Colimilla 
project the company is now installing 
a 10,000-kilowatt steam electric plant. 

The Colimilla project is located on 
the Santiago river between the Puente 
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Grande and Las Juntas hydroelectric 
plants. Its principal features are a con- 
crete arch dam which will raise the 
water level 80 meters, a 3.5-meter- 
diameter diversion tunnel, an intake 
tower, a 4.35-meter-diameter pressure 
tunnel approximately 1,960 meters 
long, a surge chamber 14 meters in 
diameter, four steel penstocks 2.25 
meters in diameter, and a powerhouse 
containing four generating units hav- 
ing an aggregate installed capacity of 
65,000-kilovolt amperes. Plant output 
will be transmitted to Guadalajara over 
two 70,000-volt transmission lines. 
The total head on the plant will be 
approximately 128 meters. 

Construction of the project was initi- 
ated some three years ago and is now 
well advanced. It is expected that its 
completion will relieve serious power 
shortage which has existed for some 
time in the area served by the power 
company. 


Financing Federal Electricity 
Commission in Mexico 


Dpto: Mexican organization 
which the Export-Import Bank 
has helped is the Federal Electricity 
Commission, 

On March 21, 1945, the Export- 
Import Bank authorized the establish- 
ment of a line of credit of $20,000,000 
to enable Nacional Financiera to aid 
in financing the acquisition in the 
United States of materials, equipment, 
and services in connection with a pro- 
gram of electrification in Mexico, be- 
ing carried out by the Comision Fed- 
eral de Electricidad, a Mexican 
government agency. The obligations 
purchased from Nacional Financiera 
under this credit bear interest at 4 per 
cent per annum and are repayable in 
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forty approximately equal semiannual 
instalments. These obligations of Na- 
cional Financiera are guaranteed by 
the Mexican government, 

The Comision Federal de Electrici- 
dad was created in 1937 to organize 
and manage a national system of gen- 
eration, transmission, and distribution 
of electric energy to serve the general 
interests of the country, It has under- 
taken a broad program of construction 
of power facilities throughout the en- 
tire Republic and now has in operation 
thirteen plants, having an aggregate 
installed capacity of more than 90,000 
kilowatts. 


[’ cooperates with private electric 
facilities through the supply at 
wholesale of electric energy to be dis- 
tributed through existing facilities 
where they are available. In addition, 
however, it undertakes the construction 
of facilities where none have existed 
before and in these instances constructs 
both generating and distribution facili- 
ties, carrying out all the functions of 
an electric utility, including the sale of 
energy at retail. The Comision has also 
cooperated with private utilities 
through subsidiary credit arrange- 
ments, whereby equipment purchased 
by the Comision with “Ex-Im” Bank 
credit has been installed in the systems 
of the utilities. 


The proceeds of the Export-Import 
Bank credit have supplemented other 
credits extended by American suppliers 
and have been used for all types of 
electrical machinery and equipment 
throughout the entire broad program 
of the Comision, The outstanding ac- 
complishment has been the construction 
of the Ixtapantongo hydroelectric 
plant. This project now has an installed 
capacity of 56,000 kilowatts, the entire 
output of which is transmitted to Mex- 
ico City and distributed through the 
facilities of the privately owned Mexi- 
can Light & Power Company. The 
availability of this capacity has been of 
great importance to the Federal dis- 
trict and surrounding territory, where 
an acute power shortage was recently 
experienced. Without the existence of 
the Ixtapantongo plant this shortage 
would have been greatly increased, the 
Export-Import Bank states. 


Government Hydro Project 
In Peru Aided 


8 Bie Export-Import Bank on June 
12, 1945, agreed to purchase up to 
$350,000 of obligations of Corpora- 
cion Peruana del Santa, to be offered 
to Westinghouse Electric International 
Company, in connection with the sale 
by the latter of electrical equipment to 
be used in the development of the 
Canon del Pato Hydroelectric project. 


e 


1937 to organize and manage a national system of genera- 


q “Tue Comision Federal de Electricidad was created in 


tion, transmission, and distribution of electric energy to 


serve the general interests of the country [Mexico]. It has 
undertaken a broad program of construction of power 
facilities throughout the entire Republic and now has in 
operation thirteen plants, having an aggregate installed 
capacity of more than 90,000 kilowatts.” 
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This amount was later increased to 
$450,000. Westinghouse agreed to 
hold for its own account obligations of 
the purchaser amounting to 30 per cent 
of the contract price of the equipment 
furnished. As the terms of the sales 
contract provided for a 15 per cent 
cash payment the financing by Ex-Im 
Bank represented 55 per cent of the 
value of the order. 

The obligations purchased by the 
Export-Import Bank are guaranteed 
by the Republic of Peru, bear interest 
at 4 per cent per annum, and are pay- 
able in quarterly instalments over a 
period of ten years. 

The Corporacion Peruana del Santa 
was formed several years ago by the 
Peruvian government for the purpose 
of carrying out a broad electrification 
and industrial program in what is 
known as the Chimbote region of Peru. 
Under the direction of Barton Jones, 
formerly with the Tennessee Valley 
Authority, the hydroelectric resources 
of the region were investigated and it 
was decided to develop the Canon del 
Pato project on the Santa river, im- 
mediately upstream from the railroad 
terminus of Huallanca in the Depart- 
ment of Ancash. This project consists 
of a diversion dam, a tunnel 9,129 
meters long, and a powerhouse which 
is ultimately to contain five 25,000- 
kilowatt units operating under a head 
of 397 meters, Unique features of the 
project are the use of vertical shafts 
excavated in rock in lieu of penstocks 
and the location of the powerhouse in 
an excavated chamber adjacent to the 
canyon wall. 

The financing undertaken by the 
Export-Import Bank was related to the 
initial installation comprising two 
25,000-kilowatt hydroelectric turbines, 


generators, and associated transform- 
ers. Power from the project is to be 
transmitted to Chimbote for general 
industrial development of the region, 


Credit for Colombian 
Municipal Plant 


On March 29, 1944, the Export- 
Import Bank agreed to purchase from 
various American suppliers obligations 
of Empresa de Energia Electrica, S.A., 
tendered in payment for United States 
materials and equipment to be used in 
the construction of the Mocorongo 
hydroelectric plant on the Rio Grande 
river near Medellin, Colombia. The 
obligations to be purchased were to 
represent not more than 75 per cent 
of the financed portion of the contract 
price of the equipment furnished and 
were to aggregate not more than 
$3,500,000. The suppliers themselves 
agreed to extend credit for the remain- 
ing 25 per cent of the financing. 

Subsequent to the authorization of 
the credit more precise price informa- 
tion resulted in a reduction of the 
amount of the credit to a revised total 
of $2,603,145. The obligations of the 
Empresa are unconditionally guaran- 
teed by three commercial banks in 
Colombia which in turn are guaranteed 
by the Banco de la Reptblica, They 
bear interest at 44 per cent per annum 
and are repayable in semiannual pay- 
ments over a period of eleven years. 

Empresa de Energia Electrica is an 
autonomous entity, but forms a part 
of the municipal government of Medel- 
lin which is the capital city of the 
Province of Antioquia. It is the second 
largest city in Colombia, having a 
population of about 200,000, Medellin 
is noted for its industrial development, 
particularly in the field of textiles, and 
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The Mocorongo Project 


“7 Mocorongo project is the first of a projected 4-plant system 

on the Rio Grande river and will have an ultimate capacity of 

100,000 kilowatts in four units. The entire system, when completed, 

will have more than 400,000 kilowatts of capacity. The financing pro- 

vided by the Export-Import Bank is related to the installation of the 
first two 25,000 kilowatts at Mocorongo.” 





its use of electric energy is far beyond 
that in most Latin American cities. 
At the time the new Mocorongo 
project was undertaken the power sup- 
ply of the area was dependent on the 
37,500-kilowatt Guadalupe Falls hy- 
droelectric plant operated by the Em- 
presa. The system requirements had 
far outgrown the capacity of this plant. 
The Mocorongo project is the first of 
a projected 4-plant system on the Rio 
Grande river and will have an ultimate 
capacity of 100,000 kilowatts in four 
units. The entire system, when com- 
pleted, will have more than 400,000 
kilowatts of capacity, The financing 
provided by the Export-Import Bank 
is related to the installation of the first 
two 25,000 kilowatts at Mocorongo. 


Help for Chile’s Public Power 
Program 


(ae government power devel- 
opment has been financed by both 
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Export-Import Bank and World Bank 
money. 

Since 1940 the Export-Import Bank 
has extended various credits aggregat- 
ing $38,350,000 to the Corporacion de 
Fomento de la Produccion, a Chilean 
government agency, to finance the pur- 
chase in the United States of materials, 
equipment, and services associated 
with the general industrial develop- 
ment program of that agency. These 
loans are guaranteed by the Republic 
of Chile, bear interest of from 34 to 4 
per cent, and are repayable in from five 
to ten years, 

Of the financing thus made avail- 
able, states the Export-Import Bank, 
between $11,000,000 and $12,000,000 
is being utilized to purchase United 
States equipment and materials for a 
broad program of power development 
being undertaken by Empresa Nacional 
de Electricidad, commonly known as 
Endesa, which is a separate entity 


DEC, 2, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


organized by the Corporacion de 
Fomento. 

The Endesa program contemplates 
the development of power resources 
in the several geographic regions of 
Chile. With the aid of Ex-Im Bank 
financing and other credits extended 
by American suppliers, the initial 
phases of this program are well under 
way to completion. 


ke the south of Chile the Pilmaiquen 
hydroelectric project containing 
three 4,500-kilowatt units has been in 
operation since 1944. This project 
services the important cities of Puerto 
Montt, Osorno, and Valdivia. The 
Abanico hydroelectric plant in the 
south central portion of Chile com- 
menced initial operations in May of 
this year and will soon have an installa- 
tion of four 20,000-kilowatt units. 
Much of the output of this plant will 
be utilized in the industrial center of 
Concepcion where the new steel plant 
is now under construction. The Sauzal 
hydroelectric plant, which is located 
immediately south of Santiago, began 
operations in July of this year and will 
ultimately consist of three 25,000- 
kilowatt units. 

The output of this plant will be 
utilized in the Santiago area and will 
be distributed through the existing fa- 
cilities of a private utility company 
which serves that area. 

In addition to the principal hydro- 
electric plant referred to above Endesa 
has constructed several Diesel plants in 
northern Chile, and a portion of the 
Export-Import Bank credit has been 
used to finance the installation of power 
facilities for the cement, paper, and 
metallurgical industries, the bank re- 
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Aid to Chilean State Railways 


Gus 1940 the Export-Import Bank 
has extended to the Chilean State 
Railways credits totaling approximate. 
ly $14,000,000 for the purchase of 
various railroad equipment in the 
United States and has extended to 
U. S. locomotive manufacturers ex- 
porter credits of $1,750,000. The pur- 
chases so far have included about 1,230 
flat cars of various types, 20 refriger- 
ator cars, 30 passenger coaches, steam 
locomotives, Diesel electric locomo- 
tives, steel rails, pertinent track acces- 
sories, and electric signal equipment. 
For a portion of the purchases the sup- 
pliers have participated to the extent of 
25 per cent of the amount of the re- 
quired credit, the Export-Import Bank 
purchasing the notes for the remaining 
75 per cent. The credits are on 5-year 
notes bearing 34 and 4 per cent interest. 

The items purchased by the railways 
under these credits have enabled the 
railways to reinforce at least 500 miles 
of track with new 100-pound rails and 
have materially increased the available 
traction power, the passenger transpor- 
tation capacity, the freight car capacity, 
reinforcement of track and bridges to 
permit the use of heavier locomotives, 
and shop facilities to allow for proper 
maintenance, In this connection, mod- 
ern inspection cars and motor cars have 
been obtained for the transportation of 
crews, to improve maintenance, and to 
effect economies in operation. 


sh pec eect BANK Officials state 
that this operation “is contribut- 
ing materially to the improvement of 
Chile’s economy and has materially in- 
creased the fixed assets of Chilean rail- 
roads, which in 1944 amount to $140,- 
000,000. As a result of these credits 
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Chile has purchased a large variety of 
U. S. manufactured goods which has 
increased the exports of the manu fac- 
turers here and has established a future 
outlet for replacement parts which 
must be purchased in the United 
States.” 

As of July 31, 1948, the Export-Im- 
port Bank had disbursed a total of 
$8,730,000 and the total amount re- 
paid was $3,646,698. 

According to the Export-Import 
Bank, 


“the Chilean State Railways are an 
important factor in the economy of 
Chile inasmuch as they provide the 
only means of freight and passenger 
transportation for the agricultural 
section of the country, the manufac- 
turing section, and a large part of the 
mining section in the northern region. 
From a transportation viewpoint, 
that section of the country lying south 
of 32° south latitude is of greater 
importance than the portion of the 
country lying north of the parallel, as 
practically all of the manufacturing 
or agriculture is located in the cen- 
tral and southern sections and these 
are the areas served by the wide- 
gauge southern section of the state 
railways. The greater part of the 
freight transported by the southern 
section is composed of agricultural, 
forest, and manufacturing products. 
The quantity of freight has been in- 
creasing in recent years and should 
continue to increase following the 
completion of large industrial installa- 
tions which include the new steel mill. 

“The Chilean State Railways is a 
government-owned corporation op- 


erating with a good deal of autonomy. 
Prior to 1942 the officials of the state 
railways realized that the conditions of 
the railways would not permit them 
to meet the traffic requirements and 
approached the Export-Import Bank 
for credits to permit them to make the 
necessary improvements in track and 
rolling stock in order that the railways 
might perform more efficiently.” 


Equipment for Turkish State Railways 


Sa ere BANK credit to 
supply the Turkish State Rail- 
ways with locomotives has been ex- 
tended to American exporters, the 
bank agreeing to buy part of the Turk- 
ish government’s notes given the sup- 
pliers from time to time against de- 
liveries of equipment. 

In December, 1946, and April, 1947, 
the Turkish State Railways negotiated 
two contracts with the Vulcan Iron 
Works of Wilkes-Barre, Pennsylvania, 
for the manufacture of a total of 88 
“2-10-0 Main Line” steam locomo- 
tives, These contracts totaled approxi- 
mately $10,500,000 and carried a pro- 
vision for substantial down payments 
by the buyer. The bank concluded 
agreements with “Vulcan” whereby a 
majority of the 34 per cent notes of 
the Turkish government, covering the 
financed portion of the purchase, would 
be bought from the manufacturer by 
the bank on a pari passu nonrecourse 
basis. The manufacturer participated 
in the credit to the extent of the remain- 
ing notes. Repayment of principal on 


e 


Chilean State Railways credits totaling approximately 


q “Since 1940 the Export-Import Bank has extended to the 


$14,000,000 for the purchase of various railroad equipment 
in the United States and has extended to U. S. locomotive 
manufacturers exporter credits of $1,750,000.” 
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these notes is scheduled to be completed 
in 1954. 

According to the Export-Import 
Bank, “lack of adequate locomotives 
and rolling stock in Turkey has been 
one of the most serious bottlenecks in 
the postwar recovery program. The 
Turkish State Railways consists of 
about 5,000 miles of track. 

“During the war years, Turkey was 
not able to replace worn-out rolling 
stock as quickly as required by increas- 
ing traffic demands. The majority of 
locomotives were of German origin 
and about 30 per cent were over thirty 
years old, creating maintenance diff- 
culties. 

“After World War II, Turkey ob- 
tained some Lend Lease locomotives 
and some war surplus engines to fill 
immediate needs. However, these were 
not sufficient and the Export-Import 
Bank agreed to assist U, S. manufac- 
turers to export some of the needed 
equipment. 

“United States engineers and rail- 
road experts have been employed to as- 
sist in the revision of operation 
methods and the expansion of facilities 
to better serve the economic needs of 
the country, 

“Turkey’s highways are inadequate 
to carry the burden of freight, hence, 
the load falls on the railroads, and their 
inability to maintain proper service 
seriously hampers the movement of 
items such as blister copper, bituminous 
coal, tobacco, chrome ore, and farm 
products. 

“It is felt that while the 88 locomo- 
tives being purchased with the bank’s 
assistance will not be sufficient to solve 
the entire problem, they will assist 
greatly in bettering Turkey’s economic 
status, since they will move freight that 
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can readily be exported to hard cur- 
rency countries.” 


Helping Meet Brazilian Railroad 
Problems 


B* means of 7-year 44 per cent cred- 

its the Export-Import Bank feels 
that it has materially contributed to the 
solution of pressing transportation 
problems in Brazil. Cited in this con- 
nection is the credit for the Soroca- 
bana Railroad, one of several Ex-Im 
Bank railway credits in that South 
American country. As related at the 
bank, the story of this credit is as fol- 
lows: 

Railroad fuel problems, already 
acute in Brazil before World War II, 
were aggravated by the curtailment of 
coal imports. under war conditions. In 
1939 the Sorocabana Railroad was al- 
ready devoting 25 locomotives and 
360 cars exclusively to supplying its 
own wood fuel requirements. Defor- 
estation from this cause became seri- 
ous in some sections. Electrification of 
the major rail lines was accordingly 
a matter of great urgency to the Bra- 
zilians. As a result, the Sorocabana 
Railroad decided to purchase the 
necessary electrification equipment 
from the United States and requested 
credits from the Export-Import Bank 
in 1940 and 1947, aggregating $11,- 
150,000 to help finance said electrifica- 
tion. This amount comprised 70 per 
cent of the total amount of the notes 
signed jointly by the Sorocabana 
Railroad and the state of Sao Paulo, 
the balance of the notes to be purchased 
by the suppliers. 

Competition for supplying the equip- 
ment was keen. In 1939 when the 
Sorocabana project was approaching 
the contract stage, British, Italian, and 
Japanese suppliers were reported in- 
terested in bidding. Two of the largest 
American suppliers, the General Elec- 
tric Company and Westinghouse Elec- 
tric Company, formed the Electric 
Export Corporation under the Webb 
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LIST OF SELECTED LOANS AND CREDITS MADE 
AVAILABLE FOR FOREIGN UTILITY FACILITIES 
BY THE U. S. EXPORT-IMPORT BANK 


Term. Interest 
3years 44% 
7 43 


Purpose 

Brazilian Busses 
Brazilian Railways 
Chilean Public Power 
Chilean State Railways 
Colombian Municipal Plant 
Mexican Hydro Project 
Mexican Federal 

Electric Commission 
Peruvian Hydroelectric 
Turkish State Railways 
Uruguayan Hydro 


List Total 


5-10 344 
5 34-4 
11 44 
10 34 


20 4 
10 4 
10,500,000 8 33 
12,000,000 15 4 
$119,053,145 





Act. This corporation was successful 
in securing the contract for the Soro- 
cabana electrification of 274 miles of 
double track on the main line. 

The Sorocabana Railroad is owned 
primarily by the state of Sao Paulo. 
The Brazilian national government 
also has an interest. This important 
railroad operates meter-gauge lines 
aggregating 1,348 miles, reaching 
Santos, Sao Paulo, and other impor- 
tant points in the state of Sao Paulo. 
The equipment purchased includes 26 
electric locomotives, 8 substations, tie 
stations, transmission line towers, and 
related materials, and copper ingots for 
drawing into wire in Brazil. 

The construction and installation of 
the electrification work was done by a 
large Brazilian contracting firm. The 
project, now completed and in full op- 
eration, has relieved the fuel shortage 
to a material degree. 


Not so much success to date has at- 
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tended the efforts of the bank in con- 
nection with the Rio Doce project, ow- 
ing to the manner in which the con- 
struction has been carried out, In 
February, 1947, the bank authorized 
a new credit of $7,500,000 to Com- 
panhia Vale do Rio Doce of Brazil to 
assist in financing the purchase in the 
United States and exportation to 
Brazil of materials, equipment, and 
services required for completion of the 
rehabilitation of the Victoria~-Minas 
Railway and the development of the 
mine properties of the company. 


HE new credit was in addition to 
a credit of $14,000,000 for the 
same purposes and for the expansion 
of the port facilities of Victoria au- 
thorized by the bank in 1942, and a 
credit of $5,000,000 to assist in financ- 
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ing the rehabilitation of the railway 
and the purchase of United States rail- 
way equipment authorized in 1945. 
The bank expected that the 1947 credit 
would expedite the rehabilitation of the 
railway and increase the capacity of the 
railway and the mines to export ore. 

Advances under the new credit were 
made conditional upon the establish- 
ment by the government of Brazil of 
a credit to Companhia Vale do Rio 
Doce in the amount of Cr. $240,000,- 
000 (U. S. $12,000,000) from which 
advances were to be made to the com- 
pany in monthly instalments of Cr. 
$8,000,000 (U. S. $400,000) for ex- 
penditures necessary to complete re- 
habilitation of the railway, Advances 
were made available to June 30, 1948; 
interest being fixed at 34 per cent pay- 
able semiannually, and the life of the 
credit was limited to fifteen years. 
However, as of July 31, 1948, none of 
the 1947 credit had been disbursed. 


Busses for Brazil 


N July, 1948, the Export-Import 
Bank made an_ exporter-credit 
agreement with the Twin Coach Com; 
pany of Kent, Ohio, to assist in financ- 
ing the export to Brazil of 200 Diesel 
transit and interurban busses valued at 
about $6,500,000 c.i.f. Three privately 
owned transit companies in Brazil will 
make substantial down payments on the 
equipment and will give notes or drafts 
to the manufacturer to cover the re- 
maining dollars, as the equipment is 
delivered. The Twin Coach Company 
will hold a portion of the notes as parti- 
cipation in the project and the bank will 
buy the $3,288,000 remaining paper. 
The majority of the transit type 
busses will be used in the city of Sao 
Paulo and the interurban types will be 
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used between Santos and Sao Paulo. 
The remaining transit units will go to 
Rio de Janeiro. 

While busses do not of themselves 
generate foreign exchange, they are a 
vital factor in the economy, since with- 
out transportation for the workers in- 
dustry cannot operate. Both Rio de 
Janeiro and Sao Paulo have needed 
more transit equipment for sometime, 
but the shortage of dollars and the in- 
ability of U. S, manufacturers to give 
long-term credits have prevented these 
cities from modernizing their systems, 
The Export-Import Bank was able to 
fill this gap by making dollars available 
for one and one-half to three years. The 
loans are self-liquidating and daily op- 
eration receipts will be deposited with 
local banks to cover loan payments. 
Interest is at 44 per cent per annum. 

In addition to assisting Brazil, the 
bank’s action on this credit enables an 
American manufacturer to continue 
operations in the face of a saturated 
domestic market for his product, the 
bank points out. 


Summary 


A already suggested, the foregoing 
analysis of loans and credits made 
by the Export-Import Bank for the 
specific purposes of aiding public utility 
operations in countries other than the 
United States is by no means complete. 
It is believed, however, that it embraces 
most of the Export-Import Bank 
transactions of this type made since 
the beginning of World War II and 
chiefly during the last two years. Cer- 
tainly it includes the more important 
transactions and indicates the nature 
and variety of the bank’s operations in 
this particular field of foreign indus- 
trial finance, 
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ys For that reason the tabulation on In the second and concluding instal- 
page 781 of the “deals,” outlined above ment of the article there will be re- 
selves in detail, should give us a rough but viewed, in somewhat similar fashion, 
aie fairly representative picture of the the operations of the World Bank and 
with. bank’s portfolio with respect to its Economic Cooperation Administration 
i a. loans and credits for purposes of public with respect to assistance for foreign 
ot ie utilities abroad, public utilities, 
eded PART II of this article will appear in the 
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the 
an <4 S° ‘soaking the rich’ is like firing a shotgun into the crowd. 
“2 df t is a shortsighted policy as it jeopardizes all interests. 
Experience has indisputably shown that confiscatory taxation 
ted chills the spirit of personal initiatwe, discourages the accumu- 
the lation of savings, and forces capital into hiding. Carried to its 


logical conclusion, confiscatory taxation destroys wealth and 
distributes poverty, as has been demonstrated over and over 
again by countries that have followed this course. 

“The driving force behind our progress has been the spirit 
of private initiative in response to rewards for risk-taking. A 
continuation of this progress is dependent upon the prospect of 
a reasonable return on capital investment and the safeguarding 
of property rights. As Abraham Lincoln in an address before 
workingmen at New York in 1864 said: 

“ ‘Property is the fruit of labor; property is desirable, and 
is a positive good to the world. That some should be rich shows 
that others may become rich, and hence ts just encouragement 
to industry and enterprise. Let not him who is houseless pull 
down the house of another, but let him work diligently and build 
one for himself, thus by example insuring that his own shall be 
safe from violence when built. 

“While there is yet time, our national leaders and the workers 
should have a better understanding of what makes our economy 
tick, and the vital réle played by capital and savings. Otherwise, 
through ignorance and prejudice, the ‘temple’ may be pulled 
down upon our heads.” 

—Excerpt from “New England Letter,” 
published by First National Bank of Boston. 
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The Siege of Private Utility 
Control in South Carolina 


An account of the strong measures taken by a public 
power agency to obtain control of an electric utility 
property “orphaned” by the Holding Company Act. 


By W. D. WORKMAN, JR.* 


Act has now been on the Fed- 

eral statute books for more 
than a decade, many of the transactions 
necessary for reorganization or disso- 
lution of holdings required by § 11, the 
so-called “death sentence” provisions 
of that law, are still in the process of 
consummation. 

All of the major holding companies 
have had their “plans” for compliance 
either approved by the Securities and 
Exchange Commission, or submitted 
subject to change or approval ; in other 
words, the law has reached the final 
phase of liquidation. 

One problem, however, is still likely 
to arise. That is the problem of distri- 
bution of the “orphaned” operating 
companies as between public or private 


err the Holding Company 


*For personal note, see “Pages with the 
Editors.” 
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ownership. In the early days of the 
SEC, while its pioneer chairman, 
Joseph P. Kennedy, still presided, 
there was some reason to believe that 
these “orphans” might be disposed of, 
to some extent, by trading between 
holding companies. Thus, where hold- 
ing companies were required to re- 
linquish control of operating property 
remote from its main interests, ar- 
rangements could be made for its ac- 
quisition by some other system located 
in the area of the operating property. 
This would assume, of course, that the 
“orphan” could be assimilated into the 
local system without violating the 
statutory requirement of an “in- 
tegrated” system. 

The obvious advantage of such a 
transfer would be to avoid the neces- 
sity for forced sale of the “orphan” 
under circumstances where the price 
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might not be advantageous to the seller. 
But in recent years, the growth of pub- 
lic ownership agitation has promoted 
the idea that the public agencies should 
seek to acquire these “orphans” and 
that the disposition of properties un- 
der the Holding Company Act could be 
made an instrument for the spread of 
public ownership. Certainly no such 
objective is stated in the act itself. 


A= example of how vigorous 
such agitation can be was seen in 
South Carolina. It may not be typical 
of how other “divestment” situations 
will be handled. But it is evidence 
enough of the determined drive of a 
public power agency, once established, 
to secure acquisition of such “orphans” 
to warrant close attention by the public 
utility industry. It may well be an ob- 
ject lesson of what could happen else- 
where, and probably will, before the 
last “orphan” has been disposed of, un- 
der the act. 

The integration of two major public 
utilities in South Carolina is proceed- 
ing despite the unrelenting opposition 
of the state’s influential public power 
agency, the South Carolina Public 
Service (Santee-Cooper) Authority. 

Final approval has been gained for 
purchase of the South Carolina Power 
Company of Charleston by the South 
Carolina Electric & Gas Company of 
Columbia. Back of that approval lies 
a story of somewhat bitter, sometimes 
inconsistent, and generally partisan ef- 
forts by public power spokesmen to 
thwart the transaction. Step by step 
and inch by inch, the integration of the 
two investor-owned companies has 
been fought by the Santee-Cooper Au- 
thority, supported at times by other 
political interests in the state. 
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The fight, into which were injected 
many of the pro and con arguments of 
public ownership, developed when the 
South Carolina Power Company was 
up for sale. This development grew 
out of an SEC order requiring the 
Commonwealth & Southern Corpora- 
tion to divest itself of the Charles- 
ton utility. When this order was made 
known, offers were made to Common- 
wealth by both the publicly owned 
Santee-Cooper Authority and the 
privately owned South Carolina Elec- 
tric & Gas Company. 


. ] ‘ue three principal agencies in- 
volved in the ensuing struggle 
were these: 


1. The South Carolina Power Com- 
pany, serving some twelve counties in 
lower South Carolina. Its principal 
sources of power have been a steam 
plant at Charleston, a hydroelectric 
plant at Stevens creek near Augusta, 
Georgia, and current purchased from 
the Santee-Cooper system. Recently, 
a new $2,800,000 generating plant at 
Charleston has gone into operation. 
All parties participating in the con- 
troversy admitted that the South Caro- 
lina Power Company was a well-man- 
aged, desirable property with a good 
earning record. 

2. The South Carolina Electric & 
Gas Company serving some nine 
counties in central South Carolina. The 
company formerly was in the old As- 
sociated Gas & Electric system but 
became independent in 1946 through 
distribution of its stock among stock- 
holders owning General Public Utili- 
ties. The company produces power at 
hydroelectric plants at Saluda dam 
(Lake Murray), at the Columbia canal 
off the Broad river, and at Parr 
Shoals, and at a steam plant at Parr. 

3. The Santee-Cooper project, a 
public power enterprise located in 
lower South Carolina and connecting 
the Santee and Cooper rivers. The 
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authority was created in 1934 by the 
state legislature. Construction was ac- 
complished through a Federal grant of 
$24,000,000, a loan of $29,500,000 
from the Federal Works Agency, and 
the expenditure of $11,250,000 in 
old Works Progress Administration 
funds. The $65,000,000 project is 
designated as a “hydroelectric and 
navigation system” and is operated by 
a 7-member board and a general man- 
ager (State Senator R, M. Jefferies). 
O NE interesting facet of the author- 
ity’s participation in the power 
company fight was its apparent dis- 
avowal of an earlier position stated in 
the course of early litigation surround- 
ing the Santee-Cooper project. In 
1937, during a Federal court action, 
Senator Jefferies said: 


Our application very clearly disclosed our 
purpose to sell a large amount of our energy 
to the power companies, and, in fact, so far 
as the application is concerned, all of it ex- 
cept 21 per cent [for] which we thought we 
had a certain market . .. that would not com- 
pete with the utility companies. . . . I have 
always said, your honor, that the Santee- 
Cooper project was not designed for the pur- 
pose of putting any of them (private utili- 
ties) out of business. 


This year, amidst the fight to take 


over the South Carolina Power Com- 
pany, Senator Jefferies said : 


If we cannot buy the South Carolina 
Power Company, it is our duty to deal di- 
rectly with the power users of South Caro- 
lina. To do this will require building of 
transmission lines and generally extendi 
our facilities. We tried to avoid this con- 
struction program by buying the power com- 
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pany, but if we cannot buy it, it is our duty 

under the law to give it competition to the 

end that South Carolina and the coastal sec- 
tion may be developed with low-cost elec- 
trical energy. We did not build Santee- 

Cooper and use the taxpayers’ money to pay 

dividends to stockholders in private utilities, 

The struggle over the South Caro- 
lina Power Company took on definite 
and visible shape in October of 1947, 
although both Santee-Cooper and the 
South Carolina Electric & Gas Com- 
pany had made overtures of purchase 
to Commonwealth & Southern some- 
time before. 

Santee-Cooper’s opening shot, so 
far as the public was concerned, was 
fired by Senator Jefferies on October 
13th in a speech at Charleston. He said 
that if Santee-Cooper could not acquire 
the Charleston utility, then it would 
have to give the power company “com- 


petition to the Nth degree.” 
ER Electric & Gas Company’s 
bid for the Charleston utility was 
aimed at effecting an eventual integra- 
tion of the two privately owned com- 
panies into one large power firm serv- 
ing central and southern South Caro- 
lina. The service areas of the two 
border one another along a stretch of 
about 100 miles, and eventual merger 
seemed feasible and desirable, both 
physically and financially. 
Meanwhile, the situation was com- 
plicated when the incoming adminis- 


. ... where holding companies were required to relinquish 
control of operating property remote from its main interests, 
arrangements could be made for its acquisition by some other 
system located in the area of the operating property. This 
would assume, of course, that the ‘orphan’ could be assimi- 
lated into the local system without violating the statutory 
requirement of an ‘integrated’ system.” 
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tration of the city of Charleston an- 
nounced plans to purchase the electric 
and gas facilities of the South Caro- 
lina Power Company and operate them 
as a municipal enterprise. The new 
mayor, William McG. Morrison, said 
he favored sale of the Charleston utility 
to Santee-Cooper and subsequent re- 
sale by that authority to the city and 
county of those facilities within the 
county. 

Mayor Morrison said he had been 
assured by Senator Jefferies that San- 
tee-Cooper would immediately reduce 
electric rates in the city and county by 
10 per cent, would continue to pay all 
city and county taxes paid by the power 
company, and would sell to the city or 
county those facilities within the 
county. 


Ate of the mayor’s statement 
to the press on the matter fol- 
lows: 


I believe it is definitely for the best inter- 
est of our city that we own our own power 
companies and that should the Santee-Cooper 
Authority not be the successful bidder .. . 
we should invoke the power of existing law 
. . . to buy the power company operating 
within our limits, especially at this time when 
by Federal order the power company serving 
us must be sold. In my opinion if we own 
our own power company it would mean with- 
in the near future not only reduced electric 
rates, but a reduction in city taxes from 
to 40 per cent. . . . In my opinion this pro- 
posal offers the greatest opportunity in 
Charleston’s modern history. 


Despite the backing of the incoming 
city council, the mayor’s statement 
prompted a storm of protest from 
the press, the Charleston Chamber of 
Commerce, various civic organizations, 
service clubs, and individuals. The 
retiring mayor, E. Edward Wehman, 
Jr., came out for continued private 
enterprise and said public ownership of 
the Charleston utility should be a last 
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resort. Public reaction from other 
sources was against public ownership 
of the local utilities, either by the 
Santee-Cooper Authority or by the 
city of Charleston. 

On October 28, 1947, the directors 
of Commonwealth & Southern author- 
ized sale of the South Carolina Power 
Company stock to the South Caro- 
lina Electric & Gas Company at a 
price of $10,200,000. The Electric & 
Gas Company immediately set about 
completing financial arrangements for 
the transaction and obtaining neces- 
sary approvals from the South Caro- 
lina Public Service Commission, the 
Securities and Exchange Commis- 
sion, and the Federal Power Com- 
mission. 


doa first approval came November 
5th, when the South Carolina 
Public Service Commission approved 
the financial plans by which the Co- 
lumbia utility proposed raising the 
funds needed to acquire the stock of 
the Charleston company. Walter C. 
Herbert, director of the commission’s 
electric utilities division, made this 
statement at the time: 

This is one step only, leading toward a 
strong electric utility operated and, to a large 
extent, owned by citizens of South Carolina. 
Present plans call for all of the directors of 
the two firms and of the consolidated firm, 
when and if such consolidation is effected, 
to be South Carolina businessmen. It is 
planned to have all of the service area repre- 
sented on the consolidated firm’s board, with 
equal representation from Columbia and 
Charleston. © 
The next day, Mayor Morrison and 

State Senator O. T. Wallace, of 
Charleston, petitioned the public serv- 
ice commission to vacate its order of 
approval and to grant “a full and ade- 
quate” hearing to all “interested 
parties.” The two Charlestonians also 
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Struggle to Secure Utility 


ae HE struggle over the South Carolina Power Company took 

on definite and visible shape in October of 1947, although 

both Santee-Cooper and the South Carolina Electric & Gas Com- 

pany had made overtures of purchase to Commonwealth & South- 

ern sometime before. Santee-Cooper’s opening shot, so far as the 

public was concerned, was fired by Senator Jefferies on October 
13th in a speech at Charleston.” 





asked the Federal Power Comission to 
grant full hearings if the issue should 
arise before that body. 

Within two weeks of the public serv- 
ice commission’s approval, the Santee- 
Cooper Authority served notice of its 
intention to cancel a long-term contract 
under which it was selling current to 
the South Carolina Power Company. 
In a letter dated November 18th and 
signed by Senator Jefferies as general 
manager, Santee-Cooper said it had 
elected to terminate the contract and 
was therewith giving the required 2- 
year notice. No reason was given for 
the cancellation, 


1, area ypacewe Senator Jefferies 
had criticized the action of the 
public service commission in approving 
the stock sale. Later, when the com- 
mission set December 2nd for a subse- 
quent rehearing on the case, Senator 
Jefferies filed notice that Santee- 
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Cooper would participate in the pro- 
ceedings. 

At the outset of the long and in- 
volved hearing which began December 
2nd, the public service commission 
refused to vacate its order but agreed 
to hear the arguments put up by the 
Charleston officials and by Santee- 
Cooper. The original order, still up- 
held by the commission, was based on 
these conclusions : 


“1. The service areas of the two 
companies are entirely in South 
Carolina and are adjacent. They 
have interconnections of transmission 
lines. . .. 

“2. The generating capacity of (the 
Columbia company) is rather large 
and that of (the Charleston company) 
relatively small so that a common own- 
ership would result in a better balanced 
operating unit. 

“3. As set out in the petition in some 
detail, integrated management would 
result in considerable savings not 
only by the more efficient operation of 
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the generating stations of the two 
companies, but also in avoiding the 
necessity of duplicating generating 
units and transmission facilities. 

“4, From all of the above it is also 
reasonable to suppose that common 
ownership would enable the com- 
panies to finance more advantageously 
additions and extensions to plant and 
improvements in service under com- 
mon ownership which would be to the 
best interest of both consumers an 
investors. 

“5. It likewise appears to the com- 
mission that there is a substantial bene- 
fit to consumers from local manage- 
ment of an electric utility and that this 
would be accomplished by the pro- 
posed stock purchase.” 


HROUGHOUT the 9-day hearing, 

attorneys for the city of Charles- 
ton contended they simply were seek- 
ing light on what to them seemed a 
confused and obscure situation. They 
protested against the commission’s 
having initially approved the stock sale 
without a full-scale public hearing, and 
questioned the financial ability of Elec- 
tric & Gas to take over and operate 
the Power Company. The funda- 
mentals of private versus public owner- 
ship of utilities were in large measure 
avoided by the Charleston lawyers, 
who sought to keep their case distinct 
from that of Santee-Cooper. 

The Charlestonians were interested 
primarily in having guaranteed, ade- 
quate, and reasonably priced power. 
Their plea concluded with the request 
that all parties inventory their assets, 
“get together around the table and de- 
cide how the people can best benefit.” 
The Charleston officials were doubtful 
that their best interests would be served 
by a combination of the Columbia and 
Charleston utilities, but they were not 
at all sure that Santee-Cooper owner- 
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ship was a desirable alternative. What 
they desired more than anything else 
was the operation of the Charleston 
utility as a locally owned private enter- 
prise, but nothing materialized in that 
direction. 


— more virulent fight against the 
proposed stock sale was made by: 
Santee-Cooper. The authority took the 
position that it was acting in the public 
interest, but that stand was disputed 
when representatives of chambers of 
commerce, private businesses, organ- 
ized labor, service clubs, and other 
groups protested in person or in writ- 
ing against public acquisition of the 
South Carolina Power Company. 
Against this testimony was a lesser 
amount favoring Santee-Cooper’s ac- 
quiring the power company. The bulk 
of this sentiment came from rural 
electric codperatives. 

Santee-Cooper disclosed at the hear- 
ing that it had offered Commonwealth 
& Southern $1,400,000 more for the 
Charleston company than had been bid 
by the South Carolina Electric & Gas 
Company. The Santee-Cooper bid was 
rejected, Senator Jefferies charged, be- 
cause the authority would not agree to 
restrictive conditions sought to be im- 
posed by Commonwealth & Southern 
as conditions of sale. 

Most objectionable of those condi- 
tions, Senator Jefferies said, were 
these three: 

1, That the Stevens creek hydro- 
electric plant on the Savannah river 
not be included in the sale but would 
be retained by Commonwealth & 
Southern affiliates in Georgia. 

2. That Santee-Cooper agree to sup- 
ply energy to the South Carolina 
Power Company on a 25-year contract 
in the event the sale were not con- 
summated, and 
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3. That a power interchange agree- 
ment be entered into between Santee- 
Cooper, the Georgia Power Company, 
and the Alabama Power Company. 


or Jefferies said that such 
conditions represented an effort to 
stifle public power projects, particu- 
larly the Santee-Cooper project and 
the huge one now under construction 
on the Savannah river at Clarks Hill. 
For that reason, he said, the authority 
refused to agree to the conditions. 
Those conditions were discussed be- 
fore the Securities and Exchange 
Commission at a Philadelphia hearing 
held in December. Justin R. Whiting, 
president of Commonwealth & South- 
ern, told the commission that Santee- 
Cooper would not accept those condi- 
tions, but added that his directors 
“weren’t sure they would get their 
money’ even if they decided to sell to 
Santee-Cooper. Mr. Whiting raised 
the point, already touched on by Elec- 
tric & Gas Company attorneys before 
the public service commission, that 
Santee-Cooper was without legal 
authority to make such a purchase. 
This contention was based on a 1942 
decision of the South Carolina Su- 
preme Court denying Santee-Cooper 
the right to purchase the South Caro- 
lina Electric & Gas Company. Dur- 
ing the war years, Santee-Cooper 
sought to extend its holdings by pur- 


chasing the Columbia utility, then be- 
ing divested from the holdings of 
General Public Utilities. 


I* disposing of the suit brought to 
prohibit Santee-Cooper’s acquisi- 
tion of the utility, the supreme court 
ruled thus : 


In our opinion, the South Carolina Public 
Service Authority is a public corporation in 
the nature of a quasi-municipal corporation, 
exercising certain governmental functions as 
an agency of the state. As such, the powers 
conferred are to be strictly construed, and 
any fair, substantial, and reasonable doubt 
concerning the existence of any power or 
any ambiguity under the statute upon which 
the assertion of such power rests, is to be 
resolved against the corporation and the 
power denied. ... 

It was never the intention of the legisla- 
ture, as we gather from the whole act (creat- 
ing the authority), that the authority should 
be given the power to buy an existing utility 
system in order to produce, distribute, and 
sell electric power. .. . Our conclusion is 
that the South Carolina Public Service 
Authority is not empowered under the en- 
abling act of 1934 to purchase or acquire the 
plants and facilities of the South Carolina 
Electric & Gas Company and the Lexing- 
ton Water Power Company. 


Santee-Cooper has taken the posi- 
tion all along that the court’s ruling 
was predicated on geographical consid- 
erations and simply denied the author- 
ity the right to purchase a company 
outside the area in which Santee- 
Cooper was supposed to operate. 

Whatever its own rights may have 
been, Santee-Cooper denied the wis- 
dom of allowing the Electric & Gas 
Company to acquire the South Caro- 
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“THE Electric & Gas Company's bid for the Charleston 
utility was aimed at effecting an eventual integration of the 
two privately owned companies into one large power firm 
serving central and southern South Carolina. The service 
areas of the two border one another along a stretch of about 
100 miles, and eventual merger seemed feasible and desirable, 
both physically and financially.” 
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lina Power Company. It termed the 
Columbia utility “a mere shell” finan- 
cially, although the authority itself had 
regarded the Columbia utility as a valu- 
able and productive property when it 
sought to add it to the Santee-Cooper 
organization in 1942. 


pet enti se also questioned the 
ability of the combined companies 
to produce enough current to meet all 
demands in the service area affected. 
These and similar arguments were re- 
futed by the Electric & Gas Com- 
pany to the satisfaction of the public 
service commission and the long hear- 
ing ended without any change in the 
order approving the stock sale. On 
December 23rd, the commission offi- 
cially reaffirmed its earlier order of 
November 6th. 

As the public service commission 
terminated its hearing, the SEC 
opened its hearing at Philadelphia, The 
same arguments against the proposed 
stock sale were repeated by both the 
Santee-Cooper Authority and by attor- 
neys for the city of Charleston. The 
arguments were used again in January 
when the protesting parties appeared 
before the Federal Power Commission 
in an effort to block the sale. 

While the SEC and the FPC had the 
matter under advisement, the fight con- 
tinued on the South Carolina scene. 
On December 3lst, attorneys for 
Charleston’s Mayor Morrison and Sen- 
ator Wallace filed a petition for a re- 
hearing before the public service com- 
mission. The petition was rejected 
January 7th by the commission. With- 
in thirty days, however, the same 
protestants filed suit in Richland 
county against the public service com- 
mission and the South Carolina Elec- 
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tric & Gas Company in an effort to 
secure court nullification of the com- 
mission’s order of approval. 


Aen the same arguments were 
made, this time before Circuit 
Judge G, Duncan Bellinger. After sev- 
eral weeks of studying the matter, 
Judge Bellinger dismissed the com- 
plaint and upheld the commission’s ac- 
tion in approving the stock sale. One 
ground of the complaint was that the 
commission had exceeded its authority 
and had in effect approved a merger of 
the Charleston and Columbia utilities. 
Judge Bellinger ruled that no actual 
merger was involved under the circum- 
stances, and that the only approval 
given was for purchase of the Charles- 
ton company’s stock by the Columbia 
company. 

Even before Judge Bellinger’s dis- 
missal of the suit, however, the SEC 
on March 26th had given its approval 
to the sale. This SEC approval did not 
lessen Santee-Cooper’s opposition to 
the pending transaction and resulted in 
this statement from Senator Jefferies : 

The fight isn’t over yet. A rehearing prob- 
ably will be sought before the SEC, and we 


won't discontinue the fight until we have 
exhausted all reasonable remedies. 


The SEC decision said the sale was 
being approved to the Columbia utility 
rather than to Santee-Cooper because 
“we are persuaded that there is grave 
doubt concerning the authority’s abil- 
ity to acquire the common stock of the 
South Carolina Power Company, that 
a substantial period of time may be 
necessary to resolve that doubt, and 
that the real danger to Commonwealth 
from delay and from an adverse rul- 
ing and the fact that there is only one 
other prospective purchaser in the field, 
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Sale of Utility Stock 


<4 O* October 28, 1947, the directors of Commonwealth & 

Southern authorized sale of the South Carolina Power 
Company stock to the South Carolina Electric & Gas Company 
at a price of $10,200,000. The Electric & Gas Company immedi- 
ately set about completing financial arrangements for the transaction 
and obtaining necessary approvals from the South Carolina Public 
Service Commission, the Securities and Exchange Commission, and 

the Federal Power Commission.” 





are sufficient to support Common- 
wealth’s decision to sell to Electric 
& Gas.” 


A had been intimated by Senator 
Jefferies, Santee-Cooper asked 
SEC for a rehearing. With that peti- 
tion filed, Senators Jefferies and Wal- 
lace turned their attention to improv- 
ing and clarifying Santee-Cooper’s 
legal status regarding its disputed abil- 
ity to buy an existing and operating 
utility. The South Carolina general 
assembly then was in session, so legis- 
lative action was sought. 

An effort was sponsored in the 
house of representatives to get through 
a bill granting Santee-Cooper legal 
authority to buy the South Carolina 
Power Company, When word spread 
of that pending plan, there was wide- 
spread objection among the house 
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members, and all subsequent efforts in 
that body to enact such legislation 
were shelved. 

Thwarted in the house, Senators 
Jefferies and Wallace then added a 
“bobtail” amendment to an appropria- 
tion bill then being considered in the 
senate. That amendment would have 
granted Santee-Cooper the authority it 
desired to purchase the South Carolina 
Power Company and would have per- 
mitted Charleston and other munici- 
palities to repurchase some facilities 
from Santee-Cooper. 

When the senate’s passage of the 
“bobtail” amendment, done at a hectic 
night session, became known to the 
house of representatives, an indig- 
nant reaction followed. The issue 
threatened to prolong interminably the 
deliberations of a joint conference 


committee studying the appropriation 
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bill, but finally was dropped at the re- 
quest of the two senators who had 
sponsored it, 


Ox the Federal scene, the SEC re- 
fused to grant Santee-Cooper a 
rehearing, so the fight moved over to 
the Federal Power Commission. About 
this time, the Federal Works Agency, 
through its general counsel, Alan 
Johnstone, entered the picture in behalf 
of Santee-Cooper, 

Mr. Johnstone, a South Carolinian 
and subsequently defeated candidate 
for the United States Senate, asked 
that the proposed sale be blocked, and 
urged the Federal Power Commission 
to see whether there was a restraint-of- 
trade agreement between South Caro- 
lina Electric & Gas and the Common- 
wealth & Southern Corporation, He 
also said that the proposed sale of the 
Charleston utility to the Columbia util- 
ity, and resultant exclusion of Santee- 
Cooper from the purchase, would im- 
peril repayment of the millions loaned 
by FWA for construction of Santee- 
Cooper. 

Despite the FWA’s unexpected en- 
try into the picture, the FPC joined the 
South Carolina Public Service Com- 
mission, the SEC, and the South Caro- 
lina Circuit Court, and on April 29th 
gave its approval to the stock sale. 
Upon announcement of the FPC deci- 
sion, Mayor Morrison and Senator 
Wallace withdrew their opposition to 
the sale. 


N” so with Santee-Cooper. On 
May 24th, State Senator Jeffer- 
ies told a news conference that Santee- 
Cooper : 

1, Already had filed a petition with 
the fourth (Federal) circuit court of 
appeals at Richmond to review the 
decision of the SEC. 

2. Would ask the FPC to review its 
decision, and 

3. Would ask the circuit court to re- 
view the FPC decision if the Power 
Commission rejected Santee-Cooper’s 
request for a rehearing. 

Since that news conference, the FPC 
has allowed the time limit for action on 
reviews to expire, thereby automati- 
cally denying Santee-Cooper’s request 
for a rehearing. 

S. C. McMeekin, president of the 
South Carolina Electric & Gas Com- 
pany, has announced that the pur- 
chase of the South Carolina Power 
Company stock has been completed. 
(For further court action, see page 
826.) 

No announcement has been made 
(as of this writing) as to whether 
Santee-Cooper has asked for similar 
court review of the FPC decision. If 
past performances are indicative, such 
action seems likely. Santee-Cooper’s 
record of refusal to accept the rulings 
of state and Federal agencies when 
such rulings run counter to its plans 
would indicate an appeal in this final 
instance. 

What other obstacles may be raised, 
only Santee-Cooper can say. 





es ie is the job of American business, and of every American citizen, to 
educate every associate, every fellow worker, and every distributor 
and buyer of merchandise and services in the true values of the American 
way of life. Only by such education will the prize that is the U.S.A. remain 
right here where it belongs, in the hands of the people who have created it.” 


793 


—E, F. Hutton, 
Partner, E. F. Hutton & Company. 
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Due Process Concept under 
Administrative Law 


Bad or incompetent public officials will never give 

good administration, in the opinion of the author, no 

matter how good the laws, but able officials may give 
good administration under bad or inefficient laws. 


By EVERETT C. McKEAGE* 


' ) 71TH a substantial amount of 
justification, down the years, 
lawyers in particular have criti- 
cized the administrative process on the 
ground that it violates the legalistic 
concept of due process of law as an- 
nounced by the judicial department of 
government. Too often, we fail to get 
a proper perspective of this most im- 
portant subject because we concentrate 
upon details rather than upon broad 
general principles. It is somewhat like 
being unable to see the forest because 
of the trees. 

It must be realized from a funda- 
mental viewpoint that most all admin- 
istrative tribunals administer both 
judicial and legislative powers and 
functions. This being true, we here 
have a hybrid in government which 
flies in the face of the familiar princi- 
ple of division of powers of govern- 


*For personal note, see “Pages with the 
Editors.” 


ment. Courts have loftily said that 
neither of the three great powers of 
government — legislative, executive, 
and judicial — must be permitted to 
trench one upon the other, This oft- 
repeated judicial pronunciamento usu- 
ally amounts to nothing more than a 
brutum fulmen. I say this for the rea- 
son that both the state and the Federal 
governments go right ahead creating 
administrative tribunals, the public 
functions of which belie such princi- 
ple, not because their functions violate 
this principle contrary to law, but be- 
cause they are permitted by either con- 
stitutional or statutory authority to 
operate lawfully in spite of such prin- 
ciple. In other words, the principle of 
separation of powers has been over- 
come by specific constitutional or legis- 
lative enactments. The courts have con- 
sistently approved the creation of these 
administrative tribunals, clothed with 
judicial and legislative powers, and 
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have attempted to establish for such 
tribunals a “respectable” form of due 
process Of law. Here is where the real 
difficulty lies. 


v= in the June, 1944, issue 
of the American Bar Association 
Journal (pages 373, 374) the author, 
in discussing the persistent growth of 
administrative tribunals, made the fol- 
lowing observation : 


As a lawyer and as a former judge of the 
superior court of the state of California, I 
may say that lawyers will have to do much 
better than they have in the past—and this 
applies to judges—if they expect to arrest—- 
much less reverse—the rapid growth of the 
administrative process. I am not saying that 
the administrative process should have as- 
sumed the importance that it has assumed, 
but the fact remains that this type of admin- 
istration of justice is gradually gaining 
ascendancy over the courts and unless 
lawyers and judges turn in a far better score 
in the future than they have in the past, we 
may rest assured that the bench and the bar 
will continue to retreat along the whole front 
of the administration of ‘justice and that 
the administrative process will become 
paramount. 


Had the courts risen to the respon- 
sibilities presented to them during the 
past seventy-five years and realistically 
assumed as their problem for solution 
the administrative process, very proba- 
bly the luxuriant growth of administra- 
tive tribunals would not have gotten 
under way. Instead of forthrightly 
facing the problem, courts nagged and 
carped at the administrative process 
(all the while doing nothing about the 
problem) and indulged in much 
sophisticated reasoning and learned 
nonsense in attempting to explain and 
expound the theory of separation of 
powers of government. 


W HILE on the subject of separation 
of functions, it is appropriate to 
point out here that some of our large 
law firms experience some difficulty in 
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“separating functions” within their 
organizations, For example, one part- 
ner of a law firm will advise a public 
utility regarding the issuance and 
marketing of its securities and will also 
represent the underwriters of such 
securities, while, at approximately the 
same time, another partner of the same 
law firm will represent a large cus- 
tomer of such public utility in a rate 
case wherein the utility seeks an in- 
crease of rates. The problem of separa- 
tion of functions is not resident alone 
in the administrative tribunal. 

Courts, as well as statesmen, have 
recognized that the nature of the func- 
tion of the legislative department of 
government and the nature of the 
function of the judicial department 
are entirely dissimilar. A rule of pro- 
cedure, which a legislature or a legis- 
lative committee might follow with ut- 
most legal propriety, would be de- 
nounced and stricken down, if followed 
by a judicial tribunal, It would be said 
that such a procedure does not consti- 
tute due process of law, if followed 
by a court, but would not so infringe 
constitutional principles, if followed 
by a legislative body. 


Y™ the anomalous situation is pre- 
sented of an administrative tri- 
bunal attempting rationally and logical- 
ly to reconcile these two conflicting 
procedures. This creates the confusion 
and the misunderstanding that consti- 
tute one of the main bases for criticiz- 
ing the administrative process. To illus- 
trate: A public utilities commission 
enters upon a rate case, which all will 
agree is a proceeding purely legislative 
in character. Notwithstanding this, the 
courts attempt to apply a modified due 
process of law rule from a judicial 
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standpoint to the proceeding in such a 
case. Yet, it must be admitted that the 
proceeding is purely legislative and not 
judicial in any sense of the word. 


W: are presented, therefore, with 
the attempt to scramble into one 
mysterious legal whole the substantive 
and procedural rules applicable to both 
legislative and judicial functions and 
then undertake to draw off from such 
a mare’s-nest a sensible legal rule, 
which conforms with preconceived 
ideas and established principles of con- 
ventional due process of law. I certain- 
ly sympathize with the exasperation 
expressed by Mr. Justice Jackson in 
his dissenting opinion in the case of 
Securities and Exchange Commission 
v. Chenery Corporation,’ when he 
said: “I give up. Now I realize fully 
what Mark Twain meant when he said, 
‘The more you explain it, the more I 
don’t understand it.’ ” 


M ucH has been said concerning the 
internal adjudicating process of 
an administrative tribunal; that is, the 
procedure whereby such tribunal ar- 
rives at its decision. Very prabably, the 
internal adjudicating process of the 
average administrative tribunal, in ac- 
tual fact, is on par with that same proc- 
ess in the average court. Judges and 


1 (1947) 332 US 194, 209, 71 PUR NS 20, 25. 
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lawyers realize that where this par. 
ticular process is corrupted or per. 
verted, strict adherence to due process 
of law in other fields can be rendered 
futile and of no consequence. Courts 
are no more exempt from this fault 
than are administrative tribunals. In 
the final analysis, faithful adherence to 
due process of law in this particular 
phase of the administration of justice 
depends upon the integrity of the mem- 
bers of the tribunal exercising the 
adjudicating process. 

It is said with much logic that a 
member of an administrative tribunal 
should comport himself in a legisla- 
tive proceeding before that tribunal in 
exactly the same way in which he 
should comport himself in a judicial 
proceeding. It is further pointed out 
that a proceeding involving public 
rights is just as important as one in- 
volving private rights. I know of no 
good argument against this position. 
However, the practical realities sur- 
rounding the operation of an adminis- 
trative tribunal render it very difficult 
for a member of such tribunal to ad- 
here strictly to judicial ethics and, at 
the same time, discharge the legislative 
functions of such tribunal in the man- 
ner in which legislative matters have 
been historically handled in the past. 

In and of itself, there is no magic in 
the term “court.” As a matter of 


a matter of fact, at least one of the state public utilities com- 


q “In and of ttself, there is no magic in the term ‘court.’ As 


missions (that of California) 1s A COURT OF RECORD in addi- 
tion to being an administrative tribunal. The state Constitu- 
tion so created it and no state court, except the Supreme 
Court to a very limited extent, may interfere in any way 
with its action or decisions.” 
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fact, at least one of the state public 
utilities commissions (that of Cali- 
fornia) ts a court of record in addition 
to being an administrative tribunal. 
The state Constitution so created it and 
no state court, except the supreme 
court to a very limited extent, may 
interfere in any way with its action or 
decisions. It has the power, as does 
each commissioner thereof, to commit 
and punish for contempt, and its func- 
tion, in many cases, is exclusively that 
of a court, such jurisdiction having 
been taken from the courts and given 
to it. All tribunals should mete out jus- 
tice, whatever be their names or proc- 
ess. The courts have no monopoly in 
administering justice. The legislative 
or executive department of government 
is just as competent and able to treat 
fairly with the citizen as is the judicial 
department. The very foundation of 
our form of government rests upon this 
indispensable principle. 

The cry for reform in the adminis- 
trative process (I agree that there is 
abundant room for such reform) ap- 
plies with the same cogency and em- 
phasis to the courts and all other pub- 
lic agencies and offices, If one doubts 
this, let him read the reports issued by 
bar association, congressional and 
legislative committees, and reports and 
resolutions of civic bodies and groups. 
There, you will find criticism and pleas 
for reform in abundance. 


TS need for reform of adminis- 
trative law shouts with no greater 
ring of truth than the need for reform 
of law in general—no more, no less. 
The writer is not disposed to argue 
against the principle, ““To the end, it 
shall be a government of laws and not 
of men,” but he does contend that too 
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much virtue has been imputed to this 
principle. Bad or incompetent public 
officials will never give to the people 
good administration; it matters not 
how excellent the laws may be under 
which they operate. However, we have 
seen many instances where able public 
officials have given good administra- 
tion, although working under ad- 
mittedly bad or inefficient laws. No 
law, however skillfully drawn, will 
prevent a corrupt regulatory official 
from “going over” to the regulated in- 
dustry, if he is so lacking in moral 
rectitude that such treason to his pub- 
lic trust appeals to him. The same may 
be said of a Judge Martin T. Manton, 
who compromises his conscience to the 
point of accepting bribes from litigants. 
Good men will give honest service un- 
der bad laws but it is not true that bad 
men will give honest service under good 
laws. The human element preponder- 
ates over the letter of the law. 


[’ it be conceded that all govern- 
mental power is merely power in 
its totality and that division into sepa- 
rate functions is not of great impor- 
tance, then the function performed by 
an administrative tribunal would be 
perfectly consistent with such concept. 
So long as we insist upon the division 
of powers of government in the opera- 
tion of administrative law, just so long 
will administrative tribunals be placed 
in an hypocritical position, An admin- 
istrative tribunal investigates, prose- 
cutes, adjudicates, and executes. Yet, 
the courts try to explain this anoma- 
lous situation away by holding that, 
within the administrative tribunal 
itself, these functions must be sepa- 
rated as much as possible. Here is 
where we enter the halls of unreality. 
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Bad or Incompetent Public Officials 
eB or incompetent public officials will never give to the people 
good administration; it matters not how excellent the laws may 
be under which they operate. ... No law, however skillfully drawn, will 
prevent a corrupt regulatory official from ‘going over’ to the regulated 
industry, if he is so lacking in moral rectitude that such treason to his 
public trust appeals to him.” 





Who is to be the judge of what is “as 
much as possible” ? What might be “as 
much as possible” to one court would 
not be “as much as possible” to another 
court. 

A reading of court decisions on this 
subject is sufficient to illustrate my 
point. You may read the decisions of 
the courts in vain to find any consistent, 
realistic, and definitive rule as applied 
to this particular phase of the function 
of an administrative tribunal. It varies 
according to each case presented. I con- 
tend that this attitude is unrealistic 
because it attempts to conform the 
agents and servants of the master to 
a particular rule of justice while at the 
same time excusing the master from 
compliance with such rule. 


hoe investigators and prosecutors 
attached to an administrative tri- 
bunal are the agents and the servants 
of that tribunal in like manner as are 
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the examiners and adjudicating officers 
of that tribunal. Obviously, an admin- 
istrative tribunal cannot function ex- 
cept through these agents and servants. 
So, to say that the investigators of an 
administrative tribunal are not repre- 
senting that tribunal, when they go out 
and investigate, or to say that the 
prosecuting staff of that tribunal is not 
representing that tribunal, when that 
staff is prosecuting a case before that 
tribunal, is sheer sophistry. 

When the Federal Administrative 
Procedure Act was being considered by 
the Congress, the subjects discussed in 
this article were debated pro and con 
and a great wealth of material, accumu- 
lated during the past several decades 
on the subject of administrative tri- 
bunais, was consideréd and used in con- 
nection with arriving at a decision. It 
is very amusing to read the final ration- 
ale in justification of some of the pro- 
visions of that act. A most creditable 
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attempt was there made to separate 
the functions within an administrative 
tribunal, in so far as possible, where 
the employees of such tribunals were 
concerned. 


C= concessions, however, on 
this point were made where rule 
making was involved, which includes 
rate making. But when the $64 ques- 
tion was presented for considera- 
tion—to wit, what rule in this regard 
should apply to the members of Fed- 
eral administrative agencies ?>—it had 
to be admitted that, as a practical mat- 
ter, no separation of functions was pos- 
sible because of the very nature of such 
an agency. So we see that those who 
are, in legal effect, the administrative 
agency itself and who, in legal concept, 
operate such agency, cannot be, either 
in theory or in practice, subjected to 
the rule of separation of functions and 
powers. Therefore, we find ourselves 
at the same entrance where we came in 
on the discussion of this most im- 
portant and interesting subject. 

In my judgment, there is no depend- 
able and permanent solution of this 
problem of separation of functions un- 
der the existing setup of administra- 
tive tribunals; it matters not what 
changes may be made in the law, If 
this problem is to be forthrightly 
solved, the investigating and prosecut- 
ing functions of these administrative 
tribunals must be constituted a separate 
agency of government, thus rendering 
the administrative tribunal, to all in- 
tents and purposes, a purely adjudica- 
tive body. 


Wr such a realistic and forth- 
right separation of functions, it 
would follow that matters purely legis- 
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lative in character coming before the 
administrative tribunal for decision 
must be treated and could be treated in 
substantially the same manner as purely 
judicial matters, There could be no ex- 
cuse for not doing so. To realize the 
foregoing suggested reform would re- 
quire a major operation upon present 
law governing the creation of adminis- 
trative tribunals. To separate the in- 
vestigating and prosecuting functions 
of an administrative tribunal from its 
adjudicating function would require 
statutory prescription in the Federal 
realm and, very probably, both consti- 
tutional and statutory revision as re- 
gards the states. Many of the state 
administrative tribunals have constitu- 
tional status and such a fundamental 
change in their construction might re- 
quire constitutional change. 

My parting thought is, that so long 
as the administrative process remains 
as it is, so long will we be faced with 
the anomalous situation of such proc- 
ess appearing to violate the principle 
that requires the separation of powers 
and functions of government. I con- 
tend that the very nature of the admin- 
istrative process, as it now exists, 
renders it next to impossible for ad- 
ministrative tribunals, in legislative 
proceedings, to accord judicial due 
process of law in fact, as that term is 
understood and interpreted by the 
courts. It is one thing to actually ac- 
cord due process of law and quite 
another thing for a court, upon review 
of the action taken by an administra- 
tive tribunal, to say that due process 
of law was accorded. 


| Sao aaaighée nature is quite different 
from judicial nature and, general- 
ly speaking, an administrative tribunal, 
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as now constructed, has to demonstrate 
both natures and very often is required 
to demonstrate them interchangeably, 
concurrently, consecutively, and con- 
glomerately, With such tribunals con- 
stituted as they now are, it is all the 


more creditable that they render the 
outstanding public service they gen- 
erally do. Barren or abstract criticism 
of the administrative process will not 
produce the desired reform, Construc- 
tive effort is what is needed. 





Taxes Are High 


VAs hear so much talk about taxes these days that many of us pay 
little or no attention to it. ... This is a mistaken attitude, however, 
because we help to pay these taxes. We make our contribution whenever we 
buy anything from toothpaste to an automobile. No one escapes. 

“We were reminded of this when we looked over the annual report of the 
Consolidated Edison Company of New York, the company which provides 
the people in this territory with gas and electricity. This report was prepared 
for the company’s employees, so the breakdown of the figures was made 
deliberately to catch the eye. 

“The average person, for instance, if asked whether local tax collectors 
received more of the company’s cash than its common and preferred stock- 
holders would answer in the negative. But he would be wrong. These taxes 
alone in 1948 aggregated $33,820,000, whereas stockholders received but 
$29,307,000. 

“New York state took down nearly as much money from the company as 
the preferréd stockholders received, and it got more than half as much as 
the common stockholders, who are the actual owners. The figures were 
$9,736,000 for the state, $10,945,000 for preferred stockholders, and $19,362,000 
for common stockholders. 

“But Uncle Sam had to get his cut, too. He took $25,784,000 for his 
share, making the total bill $69,340,000. This was more than 14 times as much 
as the owners and the creditors of the business received for the use of 
their money. All of the company’s employees, including top officials, re- 
ceived only $88,288,000 in salaries, wages, and pensions. 

“As everyone knows, the raw material that goes into the making of gas 
and electricity is fuel of one sort or another. It probably would surprise 
a great many, however, to learn that Consolidated Edison’s fuel bill was 
only about $1,000,000 more than its tax bill, $70,549,000, to be exact. 

“Obviously, Consolidated Edison must add its tax cost to the cost of its 
service. In other words, each consumer of its product must pay a portion 
of its taxes. 

“But that is only a small percentage of the tax bill other than his own 
that every consumer must pay. Whenever he makes a purchase, he is helping 
to pay someone’s taxes. Consequently, the amount of taxes any manufacturer 
pays is a concern of his because he is the fellow who actually does the paying, 
the manufacturer or merchant being merely the tax collector. 

“So when the government, the state, or the community tosses money around 
carelessly, the consumer cannot afford to ignore it as no affair of his. It is 
his money that is being tossed.” 


— 
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—RAaLPH HENDERSHOT, 
Financial editor, New York World-Telegram. 
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More Power to You! 


The recent election of a Federal administration com- 

mitted to more and bigger public power projects 

brings up for examination by the industry the ques- 

tion of just what and how much the government 
has in mind. 


By MARION HAMMETT* 


ties and public utility companies 
need to do a certain amount of 
long-range crystal gazing. In the past, 
executives have seen and seized many 
opportunities to plan and develop this 
all-important phase of our economy. 
With the emphasis of the new Truman 
administration on public power proj- 
ects, the need for codrdinating the in- 
dustry’s plans with government plans 
becomes more important than ever. 
Much of this development has been 
linked with the use of our water re- 
sources, including, of course, the de- 
velopment of hydroelectric power. 
How far have we gone to date, and 
what remains to be done with our river 
basins and other water resources? 
A recent report by the Army Corps 
of Engineers answers both questions 


B their very nature public utili- 


*Former economist, United States Bureau 
of Labor Statistics. 
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and the results should prove very 
stimulating, even to an industry which 
has its share of crystal-gazers, 

Consider the figures on page 802 
which summarize past accomplish- 
ments and future programs. 


| ow No. 1, works already completed, 
consists of useful elements of all 
phases of water-resource develop- 
ment projects which have been com- 
pleted throughout the United States 
and are now in operation. To provide 
a comparison of work accomplished 
with that remaining to be done, the 
cost of completed parts of the over-all 
plan of the improvement is estimated 
at $4,779,700,000. 

Item No. 2, projects under construc- 
tion, consists of works which are now 
actually under construction by the Fed- 
eral departments in codperation with 
local agencies in all parts of the coun- 
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try, at an estimated total cost of 
$4,593,000,000. 

Item No. 3, projects definitely 
planned, consists of improvements re- 
quired at this time or to meet the needs 
of the immediate future which have 
been planned to the extent that some 
have been authorized by Congress, and 
the plans for others are now in course 
of preparation, The cost of these defi- 
nitely planned improvements is esti- 
mated at $18,980,900,000. 

Item No. 4, projects planned for the 
long-range future, consists of plans 
which have been prepared looking to- 
ward ultimate development of water 
resources which may prove justified 
over the long-range future, These plans 
may serve as a guide to proper long- 
range development and are set forth 
to give approximation of the probable 
cost of full water resources develop- 
ment at about $29,152,600,000, 

This summary shows in brief that 
the plans for development of the water 
resources of the United States will be 
about 16 per cent complete with the 
completion of work now under way. 
Definite plans for development which 
are now ready in the form of author- 
ized projects, reports to Congress, or 
plans in course of preparation, will in- 
clude projects with a total cost of about 
$18,981,000,000. These projects and 
plans represent a measure in monetary 
terms of most of the works that would 
be justified at present or in the prospec- 
tive future—say in the next twenty to 
twenty-five years; and they form a 


1. Works already completed 
2. Projects under construction 
3. Projects definitely planned 


4. Projects planned for the long-range future 


part of longer-range plans that point 
the way to ultimate river basin develop. 
ment. 


te projects include plans for 
flood control, irrigation, and the 
development of nearly 60,000,000 kilo. 
watts of hydroelectric power. 

Leaving aside the plans for irriga- 
tion and flood control, let us look more 
closely at the power side of this de- 
velopment triangle. 

Hydroelectric power developments 
which have been constructed by pri- 
vate interests, and by the Federal gov- 
ernment in connection with projects 
for flood control, irrigation, and navi- 
gation, have an aggregate installed 
capacity of 17,127,000 kilowatts, In 
its studies of possible river basin de- 
velopment, the Corps of Engineers, in 
cooperation with the Federal Power 
Commission, gives consideration to the 
possibilities for concurrent and future 
development of the rivers’ remaining 
water-power potential. 

These studies show that the feasible 
water power which remains undevel- 
oped on all rivers of the United States, 
except the St. Lawrence and Great 
Lakes connecting channels, would per- 
mit the installation of an aggregate 
capacity of 79,965,000 kilowatts. 
Much of this potential power would 
not be economical for development at 
the present time. For physical and eco- 
nomic reasons it may never be prac- 
ticable to develop all power potentiali- 
ties. 


Cost 
$ 4,779,700,000 
4,593,000,000 
18,980,900,000 
29,152,600,000 
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ACCOMPLISHMENTS OF THE PLANS FOR CONSERVATION AND USE OF THE 
WATER RESOURCES OF THE UNITED STATES 


Atlantic Northeast 

Atlantic Southeast 

Alluvial Valley of Mississippi River .. 
Ohio River Basin 

Great Lakes Basin 

Upper Mississippi River Basin . 

Red River of the North Basin 

Missouri River Basin 


Southwestern Tributaries of Mississippi River . 


Gulf Southwest 
Pacific Southwest 
Pacific Northwest 


Hydroelectric Power 

(In Kilowatts) 
Remaining 
Undeveloped 


Present 
Installed 
Capacity 
1,810,000 
ict 


Project 
5,674,000 


7,487,000 
29,503,000 


59,540,000 


2,831,000 
17,127,000 








*Present plans for Missouri basin contemplate 2,023,000 kilowatts in prospective future; 


and larger ultimate development as required. 





The general distribution of hydro- 
electric power potentialities according 
to geographical regions of the U. S. is 
shown in above table. 

At present when power development 
at a reservoir being constructed by the 
Corps of Engineers is found feasible 
and economical, a power installation is 
provided when authorized by Con- 
gress. In cases where power develop- 
ment at a project is not justified at 
present but may in the opinion of the 
Department of the Army and Federal 
Power Commission be needed in the 
future, provisions for future power 
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developments are incorporated in flood- 
control dams. 


|. ekanemceger ye of the complete 
program of development repre- 
sents a task of great magnitude. Never- 
theless, over a period of time it is en- 
tirely practicable and within the range 
of demonstrated capabilities of the 
nation. For example, the appropria- 
tions by the Congress for the fiscal 
year 1949 for public works of the type 
summarized in this study will aggre- 
gate more than a billion dollars. 
The grand total cost shown in this 
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article should be considered in rela- 
tion to work completed and under way, 
which will indicate that, with comple- 
tion of work now under construction, 
about 16 per cent of the total job will 
be complete. When one considers that 
practically all of the work completed 
has been accomplished in the past forty 
years and that all of the work under 
construction was initiated during the 
past ten years, a proper time perspec- 
tive for the over-all plan of improve- 
ment can be seen. 

The part of the over-all plan of im- 
provement set forth in the summary as 
“projects definitely planned” with a 
total estimated cost of $18,981,000,- 
000, including work which has been 
authorized by Congress to date for all 
types of river basin improvement, af- 
fords a reservoir of projects which can 
be undertaken to the extent deemed 
advisable by Congress to meet the most 
urgent needs of the present and pro- 
spective future. 

Many of these projects have pres- 
ent economic justification. Information 
on them is available to the Congress 
in reports submitted by the Corps of 
Engineers and other Federal agencies. 
This part of the over-all plan includes 
most of the projects necessary to pro- 
vide a well-rounded program of river 
basin development for the next twenty 
or twenty-five years. Any plan of this 
magnitude can be accomplished in an 
effective manner only if the planning 
and constructing agencies of the Fed- 
eral government can proceed under an 
orderly program, which continues at a 
fairly uniform rate over a period of 
years, 


“ | ‘HE grand total cost of comprehen- 
sive plans for conservation and 
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use of the water resources of the 
United States, including work com- 
pleted and under way, may be divided 
among the various functions of the 
plan approximately as follows: 


Flood control $12,295,200,000 


Navigation 

Hydroelectric power 

Irrigation 

Drainage 

Watershed treatment 

Pollution control 

Preservation of fish and wild- 
life and recreation 


The foregoing breakdown has been 
estimated to show an approximate di- 
vision of total cost among the various 
functions of river basin development. 
It should be borne in mind, however, 
that in many instances the same works 
perform several functions and _ the 
project features and functions are so 
closely interrelated, as is the case of 
navigation and flood control on the 
lower Mississippi river, that an actual 
separation of costs is not practicable. 


HE division of cost assigned to 

flood control includes most major 
drainage improvements as the two 
functions are so closely related ; and the 
part of the cost assigned separately to 
drainage is that of works purely for 
local drainage and water control neces- 
sary to take advantage of major drain- 
age outlets. 

The division of cost assigned to hy- 
droelectric power development is large 
in this case because of the greater fa- 
cility of assigning definite monetary 
values to power developed, than to cer- 
tain other phases of water-resource de- 
velopment, Also because of the large 
amount of hydroelectric power avail- 
able for ultimate development on the 
rivers of the country. 
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A’ was previously indicated in this 
article, there remains in the river 
basins of the country a feasible poten- 
tiality for the development of 79,965,- 
000 kilowatts of power, over and above 
that now installed. The river basin 
plans summarized in this study con- 
template the development of about 75 
per cent of these undeveloped -re- 
sources, or about 65,540,000 kilowatts. 

Such a large development of power 
would, of course, take place over a 
long period of time in phase with the 
developing power requirements of in- 
dustry and population generally and as 
other aspects of water-resource devel- 
opment are carried out. The power 
potentiality of the nation is one of its 
most valuable resources, on which 
much of its future industrial develop- 
ment will depend. 

The amount of hydroelectric power 
that can be developed in connection 
with other projects for water-resource 
development is an essential part of any 
summary of this problem, and is given 
here to complete the survey of river 
potentialities, Procedures are now in 
effect for development of hydroelectric 
power by both public and private agen- 
cies and continuing procedures for de- 
velopment and disposal of this resource 
are matters for determination by the 
Congress. 

This report, therefore, shows in 


brief that the plans for development 
of the water resources of the United 
States will be about 16 per cent com- 
plete with the completion of work now 
under way. Definite plans for develop- 
ment which are now ready in the form 
of authorized projects, reports to Con- 
gress, or plans in course of prepara- 
tion, will include projects with a total 
cost of about $18,981,000,000, These 
projects and plans represent a measure 
in monetary terms of most of the work 
that would be justified at present or 
in the prospective future—say in the 
next twenty to twenty-five years, They 
form a part of longer-range plans that 
point the way to ultimate river basin 
development. 


ee to say, these figures are 
not presented as a blueprint for 
tomorrow’s public utility executives to 
follow. There will be many new de- 
velopments in the power picture which 
may shift the emphasis away from or 
toward a particular source of energy. 

But everything, including the poten- 
tial rdle of atomic energy, points to an 
immediate era when electric power will 
be at a new premium. No one can read 
the future well enough to predict the 
exact rdle of hydroelectric energy. In 
any event, however, the long view 
should be quite satisfactory to execu- 
tives in this field, 





74 Freres agael- challenge lies before us. To meet tt 

squarely will require deep and abiding faith in the 
fundamental principles of our nation and faith in one another. 
It demands a fresh dedication to the great truths implicit in the 
natural laws which govern man’s relation with man. Suspicion 
and distrust will vanish in the rising tide of this great faith in 
the genius of the American people.” 


—Irvinc M. Ives, 


U. S. Senator from New York. 
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Gas Swings to the Defensive 


_ the oil and the gas industries 
are going to find themselves in a 
defensive position when the 81st Con- 
gress comes to town. True, not many 
of the newly elected Democrats have 
given too much particular thought to oil 
and gas matters, But certain key figures 
inside the Interior Department and the 
Federal Power Commission have given 
considerable thought to the same since 
the administration’s surprising victory. 

Both of these industries were on the 
offensive, so to speak, during the 80th 
Congress. They made some headway but 
did not manage to get to the pay-off 
window. In the case of the oil industry, 
there was the Tidelands Oil Bill, sur- 
rendering Federal domination of subma- 
rine oil drilling. 

Rather than risk a last-minute drive 
to overcome President Truman’s veto, 
there was a feeling within the industry 
that the chances for restoring the coastal 
oil leases to the states would be improved 
in the 81st Congress. Needless to say, 
they are not improved. The Tidelands 
Oil Bill is one of the lamest ducks 
around Washington and there are plenty 
these days. 

Another lame duck, which probably 
will be a dead duck in the 81st Congress, 
was the gas industry’s efforts to obtain 
relief from what was considered bur- 
densome jurisdiction of the Federal 
Power Commission over some phases of 
production and gathering of gas. This 
took the form of the Rizley Bill in the 
80th Congress. It passed the House only 
to be bottled up in the Senate committee. 
With the disappearance of such friends 
of the gas industry as Senator Moore 
and Representatives Rizley and Schwabe 
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—all Oklahoma Republicans—amend- 
ments to the Natural Gas Act relieving 
the industry of FPC jurisdiction or any 
part of it are in the wastepaper basket. 


iy might be said in passing that the 
same is true of the so-called Miller 
bills to amend the Federal Power Act 
and relieve the electric power utilities 
and others from certain phases of FPC 
jurisdiction. Representative Miller, Con- 
necticut Republican, has likewise passed 
from the scene for the 81st Congress. 

So much for legislative ducks, dead 
or dying. What the oil and gas industries 
must face now are measures designed to 
increase Federal supervision of various 
aspects of their operation. Although no 
final form has been drafted or even 
hinted these may well include: (1) some 
form of bill to rush creation of a large- 
scale synthetic fuels industry with Fed- 
eral subsidy and Federal supervision; 
(2) more authority for Federal super- 
vision over conservation and allocation 
of natural gas. 

On this last matter the FPC may have 
its own views for amending the Natural 
Gas Act. But state regulatory commis- 
sions can be expected to oppose an antici- 
pated FPC-sponsored bill to “clarify” 
the commission’s authority to allocate the 
delivery of natural gas supplies between 
states regardless of contractual obliga- 
tions. There is also some speculation in 
gas circles that in the process of draft- 
ing such proposed legislation the Olds- 
Draper-Buchanan majority of FPC may 
seek to implement their views as to the 
need for closer FPC control of produc- 
tion, gathering, and possible “end use” 
of natural gas. 

Evidence that the oil industry fears 
the hurried creation of the large-scale 
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Federal fuels industry under Federal 
auspices was seen in the recent remarks 
of R. C. Gunness, manager of the re- 
search department of Standard Oil Com- 
pany (Indiana). Gunness said: 

The crude oil reserves of the United 
States are at an all-time high, and the na- 
tion can rely on crude oil as its major 
source of liquid fuels for many years to 
come, 


Bg megeste-: four processes for mak- 
ing synthetic fuels, now in varying 
stages of development, Mr. Gunness said 
that “large-scale commercialization of 
the synthetic process should be attained 
gradually, as the economic situation war- 
rants.” He went on to say: 

The American oil industry, in conjunction 
with the Bureau of Mines, is doing a sound 
and orderly job of developing processes for 
making synthetic gasoline. The hurried crea- 
tion of a large-scale synthetic fuels industry, 
with consequent dislocation of our national 
economy, is considered unwarranted. 

There is every reason to believe that our 
free enterprise system will supply adequate 
quantities of reasonably priced liquid fuels 
for our future needs, without the imposition 
of artificial stimulants at the expense of the 
taxpayers. 


Ernest O. Thompson, chairman of 
the Texas Railroad Commission, says 
that the success of state conservation in 
the Texas Panhandle leaves the advo- 
cates of Federal control without support 
for their criticism of state regulatory 
bodies. There is still some flaring of gas 
from plants, but this practice will be 
stopped very shortly, Thompson said. 
His remarks were made in the form of 
a report on the annual meeting of the 
American Petroleum Institute. The 
Texas commission has been successful 
in its efforts to compel the return of oil 
well gas to the source in order to main- 
tain pressures required for the ultimate 
recovery of additional quantities of oil. 


* 


Committee Changes 


Le line-up of committees in the 
81st Congress indicates that the ex- 
pected big push of the Truman adminis- 
tration for more appropriations for 
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public power projects will get prompt 
and sympathetic hearing. In the case of 
the Tennessee Valley Authority steam 
plant at New Johnsonville, Tennessee, 
for example, quick approval is in pros- 
pect with the elevation of Senator Mc- 
Kellar (Democrat, Tennessee) to the 
chairmanship of the Senate Appropria- 
tions Committee. He won temporary 
Senate approval on this item in the last 
session. In the House, Representative 
Ploeser (Republican, Missouri), who 
led the successful fight against the TVA 
funds, was defeated. His place as chair- 
man of the House Appropriations sub- 
committee handling TVA funds will 
probably go to either Representative 
Gore (Democrat, Tennessee) or Repre- 
sentative Mahon (Democrat, Texas), 
both strong TVA supporters. Interior 
and Reclamation Bureau appropriations 
also would be benefited by new subcom- 
mittee chairmen. In the Senate, Senator 
Hayden (Democrat, Arizona), a long- 
time reclamation champion, replaces 
Senator Wherry (Republican, Ne- 
braska). In the House, Representative 
Kirwan (Democrat, Ohio), considered 
a “New Dealer” on power and reclama- 
tion policy matters, replaces Representa- 
tive Jensen (Republican, Iowa). 

While the scope and amount of Inte- 
rior Department’s new requests have not 
yet cleared the budget, it seems to be 
generally accepted that early approval 
will be sought on removing the $48,000,- 
000 personnel payroll ceiling which al- 
legedly has forced the firing of more than 
2,000 Reclamation Bureau employees. 
Also due for removal will be the prohibi- 
tion against Federal construction of 
transmission lines and the reénforce- 
ment of the Southwestern Power Ad- 
ministration and more authority for In- 
terior’s division of power. 


EGULATORY bills affecting both the 

the FPC and the Federal Commu- 
nications Commission will be handled by 
the two Interstate and Foreign Com- 
merce committees, respectively, headed 
by two moderate chairmen: Senator 
Johnson (Democrat, Colorado) and 
Representative Bulwinkle (Democrat, 
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North Carolina), who will probably take 
over because of the poor health of Repre- 
sentative Crosser (Democrat, Ohio). 
Next in line on the House committee is 
Representative Beckworth (Democrat, 
Texas), who knows the gas industry and 
its problems. 

Congressional approval of new public 
power projects may not get such fast 
action in Congress. Thus, the chairman- 
ship of the Senate Public Works Com- 
mittee, which would handle the expected 
revival of a Missouri Valley Authority 
bill, will go either to Senator Chavez 
(Democrat, New Mexico) or perhaps 
more likely Senator Downey (Democrat, 
California), neither one an enthusiastic 
“authority” advocate. The House Public 
Works Committee will be headed by 
Representative Whittington (Democrat, 
Mississippi), a friend of TVA who has 
been indifferent about authorities else- 
where. The reélection of Senator Murray 
(Democrat, Montana) and the new- 
comer, Senator-elect Humphrey (Demo- 
crat, Minnesota), will assure an effort to 


force early action on a Missouri Valley 


Authority bill. But extended hearings 
will probably be demanded and granted, 
giving the opposition some time to re- 
form its ranks. 


- 
New Public Power Plans 


SIDE from expected revival of the 
Missouri Valley Authority and Co- 
lumbia Valley Authority schemes, a 
number of other public power proposals 
are likely to come to life, even the Pas- 
samaquoddy tidal power idea. Quoddy 
got in the news even before the election, 
oddly enough, as the result of the ad- 
vocacy of a conservative Republican 
Senator from Maine—Senator Brew- 
ster. All of these new proposals will have 
to run the gamut not only of the economy 
bloc, or what is left of it in Congress, but 
also opposition from jealous old-line de- 
portent such as Interior and the Army 
ngineers which never did take kindly 
to “authorities” as such, 
Incidentally, the Army Engineers have 
a $3 billion long-range Pacific North- 
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west program of their own. It embraces 
multipurpose projects designed to add 
6,000,000 kilowatts of power for the 
5-state area. 

However, this plan was outlined in 
detail at a recent meeting of the Colum- 
bia Basin Interagency Committee by 
Colonel Theron D. Weaver, division 
engineer. It calls for immediate construc- 
tion of seven new dams at a cost of 
$1,699,671,000. Installation of power 
units at existing and authorized down- 
stream plants would cost $53,848,000. In 
addition the plan involves the construc- 
tion of transmission lines linking the 
entire system at an estimated cost of 
$462, 669, 000. Total cost (at January, 
1948, prices) is placed at $3,030,475,000. 


According to Colonel Weaver, the rec- 


ommendations are the result of a 5- -year 
study made by the Corps of Engineers 
in codperation with the Reclamation 
Bureau, Department of Agriculture, 
Bonneville Power Administration, and 
other Federal agencies. It was said that 
the completed plan would give the North- 
west an installed capacity of 11,700,000 
kilowatts integrated in one system, 
needed to meet estimated demand in the 


years 1960-70. 


? r= Reclamation Bureau’s immediate 

objective, to be sought soon after the 
81st Congress meets, will be a $30,000,- 
000 deficiency appropriation to make up 
for the relatively minor cuts which the 
80th Congress made in budget requests 
for various Reclamation Bureau projects. 
This amount would be roughly distrib- 
uted as follows: Columbia basin in 
Washington, for which $50,000,000 was 
asked and $45,312,000 granted ; Central 
valley, California, $47,186,000 asked 
and $41,358,000 granted; Davis dam, 
Arizona-Nevada, $25,427,000 asked and 
$22,125,000 granted ; Colorado - Big 
Thompson, Colorado, $23,000,000 asked 
and $20,225,000 granted ; Missouri 
basin, $63, 900,000 asked and $54,786,- 
650 granted. Missouri basin projects ~ 
ning close to the margin, it was said, 
include Boysin dam, yoming ; Angos- 
tura dam, South Dakota ; and Heart 
river, North Dakota. 
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Financial News 
and Comment 


By OWEN ELY 


Excess Profits Taxes Returning? 


A™= the presidential election the 
stock market, as measured by the 
Dow-Jones industrial average, dropped 
nearly 10 per cent in a week’s time— 
one of the sharpest declines of recent 
years. Part of the selling may have come 
from disgruntled Republicans ; but wide- 
spread talk regarding the probability of 
increased corporate taxes was perhaps 
the most important factor. Mr. Truman, 
at his first postelection press conference, 
side-stepped the awkwardly posed ques- 
tion as to his plans with regard to any 
new excess profits taxes. The New York 
Journal American has stated the case 
against the tax as follows: 

The reimposition of an excess profits tax 
would put a premium on cautious inactivity, 
instead of on venturesomeness and risk-tak- 
ing designed to create jobs and produce ma- 
terial well-being for the people. The logic 
against such folly is so overwhelming that 
the working coalition of southern Democrats 
and northern Republicans, who will consti- 
tute the effective majority in the 81st Con- 
gress, is expected to turn thumbs down on 
the proposal. To reject the excess profit 
panacea early in the session would be to help 
clear the atmosphere, and would tend to give 
a green light to business management. 


The utilities are particularly interested 
in Federal taxes. They pay out in total 
taxes just about as much as is earned for 
stockholders (and the latter isn’t all paid 
out in dividends). Taxes now take twice 
as much out of the reveniié ollar as in 


1929 (about 19 per cent v. 10 per cent) 


and the proportion Of reventiés available’ 
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for stockholders has dropped from-32 Pf 
per cent fo 18 per cent. 


HE accompanying chart gives a fur- 

ther indication of the electric utili- 
ties’ struggle over the last two decades, 
with a constantly declining price for its 
product and higher taxes and fuel costs 
—barely offset by increased output and 
greater efficiency. If the tax burden is 
to be increased further the industry will 
suffer a decided setback in morale at the 
most critical period of its history. Pres- 
ent earnings are insufficient to properly 
finance the big construction program— 
preferred and common stock issues are— 
gnly about 14 per cent of total financing. 
With a bigger tax burden substantial rate 
increases would be necessary to “bal- 
ance the budget” and permit the con- 
struction program to go forward. 

The net income of the electric utility 
industry during 1946-8 has remained 
fairly steady around the level of $660,- 
000,000. This is only a modest gain for 
stockholders as compared with the years 
1929-31 when income was just under 
the $600,000,000 level—despite the fact 
that the industry’s output is 2.7 times as 
great as in 1930 and revenues are nearly 
twice as large. The only reason the utili- 
ties cam now earn as much as twenty 
years ago is that they were relieved of 
the burdensome excess profit tax in 1946. 

What would an increase in the regu- 
lar corporate tax rate (normal plus sur- 
tax) do to utility earnings at this time? 
The Federal income tax bill for the elec- 
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tric utilities amounted to $284,000,000 
in the twelve months ended June 30, 
1948. An increase in the tax rate from 


/ \the present 38 per cent to 45 per cent 


i 


| would reduce earnings available for com- 

mon stockholders about $51,000,000 or 
some 9 per-cent; an increase to-50 per 
cent would take $94,000,000 or 17 per 
cent. 

What would happen if excess profit 
taxes were reimposed? This is more of 
a problem, for it takes a lawyer well 
versed in tax law even to discuss the in- 
tricacies of this most complicated of all 
taxes. Members of the bar are some- 
times amused at attempts by laymen to 
explore its jungle-like growth of codes, 
sections, paragraphs, amendments, etc. 
Nevertheless it is vital for the utility 
industry to know what is in store if the 
tax is reénacted, and at the risk of mis- 
interpretation this department will try 
to reach a few tentative conclusions. 


nw 1945 the electric utilities paid ex- 
cess profit taxes amounting to $154,- 
000,000, and in 1944 $186,000,000 was 
paid, in addition to the regular income 
tax. But these figures do not represent 
the entire tax liability. The utilities at 
that time were engaged in a substantial 
bond refunding program and in this con- 
nection they were able to make large de- 
ductions in their income reports to the 
Treasury Department which substantial- 
ly reduced their tax payments. This re- 
funding program is now about completed 
and such charge-offs would not be avail- 
able in future to lighten EPT. More- 
over, plant accounts have been probably 
pretty well written down in Treasury 
books and there would not be any war- 
time “accelerated amortization” to charge 
against earnings. Utilities might find a 
new EPT even harder to swallow than 
the old one. 

Representative Dingell, Democrat of 
Michigan, has (with the reputed codp- 
eration of the Treasury Department) in- 
troduced three EPT bills—on December 
11, 1947, and January 14 and August 4, 
1948. The latest (HR 7109) is the near- 
est guide we have to a possible new bill. 
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It seems to retain the main essentials of 
the 1945 tax setup. It will be recalled 
that a certain portion of corporate in- 
come at that time was “exempted” from 
EPT (although the regular tax rate of 
40 per cent applied). The exemption 
could be figured in two ways—on the 
basis of average or adjusted earnings 
during 1936-9, or by taking 5 per cent 
on the capital base (with certain adjust- 
ments). These bases would be retained, 
but in order to make allowance for 
changes in the price level and in corpo- 
rate earnings, the historic earnings “ex- 
emption” could be increased 40 per cent 
under the Dingell Bill. The maximum 
EPT tax rate would apparently be re- 
duced from 85} per cent (the 1945 rate 
was 90 per cent, less 10 per cent) to 80 
per cent. There is also an “amortization 
deduction for economic emergency fa- 
cility.” A committee would be appointed 
by the President to certify what con- 
struction is “necessary” during the two 
years ended September 1, 1950. The na- 
ture of the “economic emergency” is not 
indicated—perhaps it would be tied in 
with ECA and the rearmament program. 
Whether the utilities could prove that 
their construction program (or such part 
as would be completed by September, 
1950) is “necessary” is perhaps open to 
doubt. Apparently this provision of the 
bill is designed to provide a substitute 
for wartime “accelerated amortization,” 
but the law should be more specific and 
Congress should clarify the meaning of 
“economic necessity.” 


i; the old EPT law some utility 
companies were able to take ad- 
vantage of Treasury Department rul- 
ings, and escape the tax entirely, by 
using a large capital base. Other com- 
panies, particularly those with low earn- 
ings during the base period and an un- 
favorable capital base, were heavily 
taxed. There are dangers of similar in- 
equalities if the tax is reimposed. Com- 
panies which have enjoyed rapid growth 
in earnings in recent years, such as many 
southern companies with low fuel costs, 
might be particularly hard hit. 

The old EPT capital tax base was a 
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closely guarded secret for most utility 
companies. It is understood that the 
Treasury Department has not followed 
the lead of other government agencies 
with respect to plant “write-offs” and 
their amortization. In framing any new 
EPT bill, Congress should not follow 
the old practice of grafting new pro- 
visions and amendments on the old out- 
moded legislation. Perhaps an effort 
should be made to define a new capital 
base, which would be a fair approxima- 
tion of original cost, acquisition cost, or 
cost of reproduction. The allowed rate 
of return (in arriving at exempt income) 
should be fixed at a higher rate if an 
original cost base is used. The utility 
industry should formulate its views on 
these problems and be prepared to pre- 
sent them to congressional committees if 
an EPT bill becomes an active issue. 


> 


Recent Utility Financing 
A a summer lull, the electric util- 


ity companies are again issuing 
convertible debentures and common 
stocks to help raise construction funds. 
The usual practice is to offer these securi- 
ties to present stockholders for subscrip- 
tion ; sometimes the offerings are under- 
written, sometimes not. 

Public Service of Colorado has called 
its convertible debenture 3s of 1962, and 
issued a new convertible preferred stock. 
On October 29th the company sold $10,- 
000,000 first 34 per cent bonds due 1978 
and $6,600,000 4.40 per cent convertible 
preferred stock. The latter was offered 
at $102.25 (proceeds to company 
$100.07) by Blyth & Co., Smith, Barney 
& Co., and associates. The new stock is 
convertible for ten years into 24 shares 
of common (parity price $40). The com- 
mon stock is currently selling around 36, 
earns $4.73 (before adjustment for con- 
version of debentures), and pays $2.20. 

Columbia Gas System on September 
17th registered a new issue of 1,223,000 
shares of common stock to be offered to 
stockholders of record October 5th on 
a 1-for-10 basis. The rights expired Oc- 
tober 28th. The offering was not under- 
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written, but a novel type of financial 
arrangement was devised whereby a na- 
tion-wide group of 700 security dealers 
(managed by First Boston Corporation) 
were compensated for obtaining sub- 
scriptions and for selling shares of the 
stock to new stockholders. Oversubscrip- 
tions also were allowed. The subscrip- 
tion price was $10 a share, compared 
with the year’s range of 143-10}. The 
offering was very successful, the issue 
being more thar: doubly subscribed (2,- 
342,073 shares, of which 1,136,738 were 
covered by regular applications and the 
balance allotted 86,262 shares through 
the oversubscription formula). 

Detroit Edison is currently issuing 
$46,649,500 debenture 3s due 1958 (an 
unusually short maturity). The interest 
rate was originally designated as 2.80 
per cent but was later raised to 3 per 
cent, possibly because of adverse market 
conditions. The debentures will be con- 
vertible after November 30, 1950, into 
common stock at $20, the present market 
price. The bonds are currently being 
traded around 104, which is about a 2.55 
per cent basis. The bonds are being of- 
fered at 100 to stockholders of record 
November 10th on a basis of $100 deben- 
tures for each 15 shares of stock. Rights 
(quoted at 9/32) will expire about De- 
cember Ist. The issue is not being under- 
written. 


oo Exectric & Power is using 
a novel method to sell new common 
stock. Stockholders of record about No- 
vember 12th are being offered one ad- 
ditional share for each four held. At this 
writing the number of shares and the 
offering price have not yet been indi- 
cated. (It has been expected that the price 
would be around 15, but in view of the 
market decline to around that level the 
subscription price might be fixed at a 
lower price, or the offering deferred.) 
Peoples Gas Light & Coke is offering 
stockholders of record October 22nd the 
right to subscribe to $100 of convertible 
debenture 3s due 1963 (at $100 flat) for 
each four shares held. Rights would ex- 
pire December Ist. The $16,400,000 is- 
sue is being underwritten by Halsey, 
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Stuart & Co., which is paying $1,000 for 
the privilege (similar to its underwriting 
of the big issue of Consolidated Edison 
convertible debentures earlier this year). 
The debentures will be convertible into 
common stock at $100 per share for five 
years, after which the conversion price 
rises to $105 for a 5-year period, and 
$110 during the last five years before 
the debentures mature. The stock is cur- 
rently selling around 94 and the sub- 
scription rights around $1. 

Central & South West Corporation, a 
holding company, on November Ist reg- 
istered with the SEC 659,606 additional 
shares of common stock to be offered to 
stockholders of record on a 1-for-10 
basis, to provide construction funds for 
two subsidiaries. It is expected that the 
company will invite competitive bids for 
the unsubscribed shares. The winning 
competitive bid will set the subscription 
price on the stock, it is understood. The 
“spread” or commission per share will 
fix the net price to the company, and un- 
derwriting compensation wil] be this 
“spread” multiplied by the total number 
of shares issued. Rights will expire De- 
cember Ist. This is a rather unusual 
form of subscription offering, being pat- 
terned after the Indianapolis Power & 
Light offering to stockholders of March 
29, 1946 (142,967 shares were offered at 
31 to stockholders and Otis & Co. re- 
ceived $1 per share or $142,967 to un- 
derwrite the issue; only about 54,000 
shares were subscribed and the bal- 
ance was publicly offered). Central & 
South West is selling around 10} (re- 
cent high 11%), is currently earning 
about $1.33 pro forma, and pays 80 cents. 


gee in August Tide Water Power 
registered 80,000 shares of com- 
mon stock with the SEC to raise con- 
struction funds. The issue was to be un- 
derwritten by a group headed by Union 
Securities Corporation and W. C. Lang- 
ley & Co., the company’s former bank- 
ers. The offering was postponed, but the 
stock was finally offered on November 
9th at $7.25 a share. For the twelve 
months ended September 30th $1.07 was 
earned (before adjusting for about 20 
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per cent increase in the number of 
shares) and the dividend rate is 60 cents. 

San Diego Gas & Electric on October 
27th offered 350,000 shares of common 
stock at $13.50 per share through a syn- 
dicate headed by Blyth & Co. Proceeds 
were to be used in the construction pro- 

ram. 

The holding companies have been 
making a few offerings of portfolio 
holdings of subsidiary stocks, but the re- 
cent slump in the stock market may check 
this trend. On September 13th Standard 
Gas & Electric registered with the SEC 
400,000 shares of Oklahoma Gas & 
Electric common stock, representing a 
little over half its holdings. (Standard 
had been ordered on October 8th to dis- 
pose of all holdings.) An exemption from 
competitive bidding was granted, and 
First Boston Corporation and Merrill 
Lynch were designated to make the offer- 
ing. However, as interest in the offering 
was apparently not considered sufficient 
to move the offering promptly, the 
amount was reduced to 250,000 shares 
and Standard Gas decided to use compet- 
itive bidding, stabilizing the market for 
about a 10-day period. First Boston and 
Merrill Lynch remained the successful 
bidders and offered the stock October 
21st at $34.25 per share with a commis- 
sion of $1.62 a share. Due to unfavorable 
market conditions, the stock dropped to 
around $30 a share when the syndicate 
was dissolved, about November 8th. 

North American Company on Octo- 
ber 14th sold 75,000 shares of Pacific 
Gas and Electric (almost its entire re- 
maining holding) through Lehman 
Bros., Merrill Lynch, and associates. 
(The commission was about 58 cents a 
share. ) 


OMMONWEALTH & SOUTHERN on 
October 2ist registered with the 
SEC 600,000 shares of common stock of 
Southern Indiana Gas & Electric (rep- 
resenting its entire holdings, on a split- 
up basis) together with about 75,000 
shares of additional stock to be, offered 
by Southern Indiana for construction 
funds. The stock is earning about $2.04 
and paying $1.50. The offering has been 
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exempted from the competitive bidding 
rule and Smith, Barney & Co. is ex- 
pected to undertake the sale, at some 
time in the near future. 

For some time Electric Bond and 


Share has proposed to sell 350,000 shares //A 


of common stock of Carolina Power & 
Light, a former subsidiary of National 
Power & Light, at the right time market- 
wise. Lehman Bros. and Merrill Lynch 
are handling this deal. 

American Light & Traction was 
scheduled to call for competitive bids 
November 16th for its remaining hold- 
ings (192,734 shares) of Detroit Edi- 
son. 


* 


Electric Rate Increases Sought 
Mainly to Offset Fuel Costs 


—— to a compilation made by 
Business Week, 64 electric utilities 
have applied for 66 rate increases in the 
period January 1, 1947, to September 30, 
1948. Fifty-three had been granted by 


September 30th, and none rejected. Dur- 
ing the same period 86 publicly owned 
systems increased their charges. Many 
of the 66 private applications merely pro- 
posed elimination of discounts or intro- 
duction of fuel clauses, but the recent 
tendency has been to seek regular in- 
creases of 2 to 19 per cent. The principal 
arguments used in applying for increases 
are (1) rising wage and fuel costs, and 
(2) the need of higher earnings to facili- 
tate necessary financing for construction 
programs. 

Before the war, Business Week states, 
one new kilowatt capacity cost about 
$100, while today it approximates $185 ; 
hence the amount of net operating rev- 
enue required to pay 6 per cent on such 

|a plant unit has increased 85 per cent. 

A geographical breakdown of the re- 
quests for rate increases shows that more 
than two-thirds of the applications were 
by utilities in the northeast and north cen- 
tral states, which have to use coal trans- 
ported from other sections of the coun- 
try. Seventeen of the remaining 19 ap- 
plications were in the Southeast, where 
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coal costs are important and the high 
price of fuel oil is also a factor. The two 
remaining increases, Business Week 
comments, were in the West, being at- 
tributable to the rising cost of fuel oil. A 
arge area running from Texas to the 
state of Washington shows no applica- 
tions for higher rates. In much of this 
area the low cost of natural gas is a fac- 
tor, while low-cost hydro is important in 
the Northwest. 


* 


Recent Monthly Earnings of 
Electric Utilities Show 


Improvement 


, of the electric utilities have 
remained around the same general 
level during 1946-8, following a gain of 
20-25 per cent in 1946 resulting from 
lifting of the excess profit tax. The utili- 
ties have been struggling to offset rising 
fuel costs and recurring drought handi- 
caps, higher wages, etc., through larger 
output and (more recently) by readjust- 
ment of industrial rates, broadening of 
fuel clauses, etc. Now they also have to 
contend with rising interest charges, 
higher local taxes, and increased depre- 
ciation accruals resulting from the heavy 
construction program which got under 
way about the middle of 1947. 

Following are the 1947-8 monthly net 
income figures as reported by the Fed- 
eral Power Commission for all class A 
and B electric utilities : 


Millions In- De- 
1947 1948 creases creases 
January .. $ 67.4 $ 60.6 10.2% 
February. 649 658 14% 
March ... 589 60.0 19 
April .... 564 552 
55.2 51.0 
52.5 502 
40.3 43.9 
424 443 
September. 49.5 54.1 


9 months $487.5 $485.1 


Complete details of the September 
figures are not yet available. 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
OPERATING COMPANY STOCKS - 
rice- 


11/9/48 Indicated Share Earnings———— Earn 
Price Dividend Approx. 12 Mos. Current Previous % In- ings 
About Rate teld Ended Period Period crease Ratio 


Dec. $2.75 
June 2.65 
Sept. 1.73 
Sept. 2.29 
Sept. 3.86 
Sept. 2.78 
Sept. 1.41 
Dec. : 
July 

Sept. 

Sept. 

June 

Sept. 


gee over $50,000,000 
Boston Edison 

Cleveland Elec. Illum. ...... 
Commonwealth Edison 
Consol. Edison of N. Y. .... 
Consol. Gas of Balt 
Consumers Power 

Detroit Edison 

Duke Power 

Pacific G. & E. 

Penn Power & Light 
Philadelphia Elec, ......... 
Pub. Service E. & G. 

So. Calif. Edison 
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Averages 


Revenues $10-$50,000,000 

O Atlantic City Elec. ........ 
Birmingham Elec. ......... 
Carolina P. & L. 

Central Hudson G, & E 
Central Illinois E. & G, .... 
Central Illinois P. S. 

Central Maine Power 
Cincinnati G. & E. 
Columbus & S. Ohio Elec. .. 
Connecticut L. & P. 

Daytett Fs Biba 6. 000s00ceus 
Delaware P. & L. 

Florida Power Corp. ...... 
Gulf States Util. 

Hartford Elec. Light 
Houston Lighting 

Idaho Power 

Illinois Power 

Indianapolis P. & L. ....... 
Interstate Power 

Kansas Gas & Elec. ........ 
Louisville G. & E. (Ky.) . 
Minnesota P. & L. 

New Orleans Pub. Serv. .... 
No. Indiana P. S. 

North’n States Pwr. ( Minn.) 
Ohio Edison 

Portland General Elec. 
Potomac Elec. Power 

Pub. Serv. of Colorado . 
Pub. Serv. of Indiana 
Public Service of N. H. .... 
Puget Sound P. & L. ...... 
San Diego G. & E. ........ 
South Carolina E. & G. .... 
Southwestern Pub. Serv. . 
Utah Power & Light 
Virginia Elec. Power 
Wisconsin Elec. Power . 
Wisconsin P. & L., 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
HOLDING COMPANY STOCKS 
Price. 


11/9/48 Indicated Share Earnings— Earn. 
Price Dividend Approx. 12 Mos. Current Previous % In- ings 
About Rate teld Ended Period Period crease Ratio 


Integrated Holding Company 

Systems 
C American Gas & Elec. 38 $1&Stock 6.7% Aug. $4.33 
C Central & South West 10 $ .80 8.0 Sept. 1.46 
S New England Elec. System . 9 1.00 11.0 Dec. 1.35 
O New England G. & E. 11 80 7.3 June 1.27 
S West Penn Elec. 15 1.00 6.7 Sept. 3.50 


7.9% 


Systems in Process of Integration— 
Common Stocks—Dividend Paying 
C American L. & Tr. 
C- Cities Service 
C Electric Bond & Share .... 
S General Pub. Utilities 
S North American 
C Philadelphia Co. 10 
S United Gas Imp. 20 130 
C United Lt. & Rys. 20 Stock 
O West Penn Power 31 1.80 


Averages 


Common Stocks—Nondividend 
American P. & L. 
Commonwealth & Southern 
Electric P. & L. 

Inter. Hydro-Elec. “A” .... 
Long Island Lighting 
Middle West Corp, ........ 
New England Pub. Serv. .. 
Niagara Hudson Power ... 
North American L. & P. ... 
United Corp. 


S 
S 
S 
S 
Cc 
C 
O 
C 
Cc 
S 


Approx. 
Arrears 
Preferred Stocks—Dividend Paying 
RT COE EP Ns 6.2 chain ec cbden ses cove 
Philadelphia Co. $6 P . ye 
American & For. —- $7 Pfd. ; $74 
American P. & L. $6 Pfd. : 44 
Commonwealth & Southern $6 Pfd. ....... . 17 
Electric P. & L. $7 Pfd. , 
Niagara Hudson Pr. 5% Ist Pfd. 


Average 


Preferred Stocks—No Current Payments 
Electric P. & L. $7 2nd Pfd. 
Inter. Hydro-Elec. $3.50 Pfd. ............... 
New England P. S. $7 Plain Pfd. ..... ibe 
Standard G. & E. $7 Prior Pref. 
Standard P. & L. $7 Pfd. 


B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town 
S—New York Stock Exchange. PF—Pro forma. D—Delficit. 
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What Others Think 


The Worker Speaks 


¢¢ Hi thinks I have more ability than 

I think I have, so I consistently 
do better than I thought I could do.” The 
writer of that sentence was an employee 
of General Motors describing his fore- 
man in a contest based on the statement 
“My Job and Why I Like It.” Company 
President C. E. Wilson said that the 
writer probably had no idea he was de- 
fining the attributes of a good foreman, 
“that he was setting up a rule that if fol- 
lowed by people who supervise the work 
of others would inevitably make them 
good supervisors.” 

Mr. Wilson mentioned the above 
merely as one example of things he 
learned from the contest in which a total 
of 174,854 entries were received. More 
than 5,000 prizes, all GM products, were 
offered, the 40 top prizes being automo- 
biles. The contest was open to all hourly 
rate employees and some salaried em- 
ployees. All they had to do was write a 
letter—any length—explaining why they 
like their jobs. The winners were picked 
by independent judges on the basis of sin- 


cerity, originality, and subject matter, 
without consideration of writing ability. 

GM has published a 176-page book 
containing the letters of the 40 top win- 
ners, entirely unedited and unchanged. 
“The Worker Speaks” is its title. Further 
information concerning the My Job Con- 
test and requests for copies of the book 
should be sent to Department of Public 
Relations, General Motors, Detroit 2, 
Michigan. 

Mr. Wilson has an apt quotation of his 
own defining a good job: 

A good job is a job that you know needs 
doing—a job you have the ability and expe- 
rience to fill—a job that is worth doing well 
and which you know will reward you for 
doing it that way. 


In summing up the contents of the 40 
prize-winning letters, Mr. Wilson re- 
marked that through them runs a spirit 
of earnestness, of pride in the job, of ac- 
complishment, of a true appreciation of 
the importance of useful work, whether 
it be in the shop, at a drawing board, or 
behind a desk. 





“Profits Mean Progress” 


oOHN L, McCarrrey, president of In- 
ternational Harvester Company, is 
not bashful about telling the public about 
his company’s 1947 profits—“‘the highest 
in the history of our business.” In fact 
the company conducted a “Profits Mean 
Progress” campaign for disseminating 
information on its 1947 profits. Mr. Mc- 
Caffrey believes that his publicity pro- 
gram is a basic example of how to make 
facts talk for business and its systems of 
operation. In a talk before the Rotary 
Club of Cleveland, he said: 


We have tried to carry to as many people 


as possible the idea that profits mean progress 
for everyone. As always, we started with 
our own employees, then went on to our 
stockholders, our dealers, our customers, and 
the general public. We used letters, posters, 
booklets, slide films, newspaper advertising, 
radio advertising, and every other means 
we thought was practical. ... 

After all, our system does produce. It does 
create wealth. It does create people capable 
of independent thought and action. It does 
permit men to prosper economically most of 
the time and still maintain political and social 
freedom. The facts talk loudly for us, if we 
will let them. 


Following are a few of the main points 
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emphasized by International Harvester 
in its “Profits Mean Progress” publicity 
campaign : 

(1) Our 1947 sales were more than double 
our prewar sales of 1941, but our margin of 
profit in 1947 was one-third less. 

(2) Since the war we have invested more 
than $130,000,000 in new plants and facilities, 
and by the time that program is finished we 
will have invested a total of about $215,000,- 


(3) That expansion of our facilities has 
been financed largely by money which—over 
the last twenty years—we have saved out of 


salaries of $265,000,000 as compared with 
$121,000,000 in 1941. That was an increase 
in wage payments of 119 per cent and re- 
flected both the 30,000 new jobs and an in- 
crease since 1941 of 76.5 per cent in the 
average straight-time hourly earnings of our 
factory employees. 

(6) The prices of our products have gone 
up much less than the general price level, 
less than the increased costs we pay for labor 
and materials. 


Mr. McCaffrey contends that specific 


knowledge by the public that, say, 20 


profits and plowed back into our business. companies are enlarging plants, increas- 
(4) In 1947 we had more than 90,000 em- ing production, and creating new jobs is 
Ployees, as against approximately 60,000 in worth more to industry’s public relations 


1941. So yesterday’s retained profits have 
meant 30,000 new jobs today. 


than the most profound lecture on the 


(5) In 1947 we paid total wages and theory of free enterprise. 





How to Sell Free Enterprise 


¢ ‘Geu" THE IDEA OF FREE ENTER- 
PRISE” is a primary concern of 
most utility executives. It is also the title 
of an article published in the May, 1948, 
issue of the Harvard Business Review, 
and written by Edward C. Bursk, editor 
of the Review. He contends that the pub- 
lic can be sold management’s philosophy 
if the method used is fashioned along 
the same lines as selling of regular com- 
mercial products for profit. 
Probably the most intriguing part of 
his discussion is the attempt to define the 
product—free enterprise—and to deter- 


private ownership of property, and competi- 
tion, which would be recognized and ac- 
cepted by management as being related to its 
philosophy, but these are not the things that 
it “lives by,” and furthermore the essence is 
more likely to lie somewhere in the area of 
the right to make an adequate profit, employ- 
er prerogatives, freedom from cramping gov- 
ernment interferences, and the voluntary as- 
sumption of public responsibility. Perhaps 
the simplest thing to do is to say, in admitted- 
ly general terms, “management’s version of 
the way the industrial economy ought to 
operate.” 


Brand Name 
Free enterprise is of course the brand 


mine whether or not that is the best name which many management writers 
ce ” 
brand name. £ Mr. Bursk’s; and speakers have hit upon, and the 
ee soar o r. Bursk’sideason author has used it in his article for the 
the product itself : sake of convenience. He admits that it 
. Actually what management wants to has some‘ ‘very, very serious limitations.” 


sell is its own philosophy, rather than an The reactions of Mr. Bursk on this point 
economic system as such, Fortunately it is seem worthy of special note : 


hardly necessary for the purposes of this 
article to try to put into precise words a 
subjective concept that is inevitably rather 
fuzzy. For one thing, much of the feeling 
or attitude that I have called a philosophy 
has never been made explicit by those who 
hold it, if indeed they are conscious of it 
themselves. For another thing, it will vary 
from individual to individual, and any at- 
tempt to cover it is in danger of resulting 
in platitudes. 

One tack that might be taken would be to 
point to characteristics like Capitalism, 
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. .- In the first place it now has been used 
so often, with an undesired effect developing 
primarily for other reasons, that it has lost 
what little potency it might have had and is 
actually in danger of ‘eliciting the opposite 
response from that desired. In the second 
place, it has certain fundamental weaknesses 
which should have kept it from ever being 
chosen in the first place. 

It is worth considering what these weak- 
nesses are, so they may be avoided in deciding 
on a more effective brand name. Of course 
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the term sounds good to management, be- 
cause both “free” and “enterprise” are glow- 
ing, appealing words in line with manage- 
ment’s Own motivations. But consider the 
market. “Free” to them may suggest freedom 
of management to exploit workers, freedom 
to gouge consumers; and that is the very 
thing they are consciously or unconsciously 
resisting. The relationship of “free” to our 
democracy and form of government, on 
which management might otherwise count, is 
likely to be too vague, too much a matter of 
something we have been taught to take for 
granted (perhaps wrongly), to be effective in 
the other direction. . . . “Enterprise” does not 
seem to fit most large corporations as work- 
ers and consumers know them. Its intended 
connotations of hard work and individual 
risk-taking, although perhaps perfectly 
logical and justified even in the case of to- 
day’s complex business world, fall flat so far 
as the market is concerned. 


Mr. Bursk’s article is thought provok- 
ing enough to tempt further quotation. 
However, for those interested, the article 
is worth reading in its entirety, Still 


under the discussion of the brand name 
the author suggests the phrase “private 
management” as a possible improvement 
over “free enterprise.” Other writers 
and authorities have used “managerial 
enterprise” and “corporate enterprise.” 
To this reviewer they all contain connota- 
tions similar to those which made “free 
enterprise” vulnerable to undesirable re- 
action. For example, the word “private” 
could start trouble because one implica- 
tion of the word private is that the busi- 
ness is exclusively the property of an in- 
dividual owner or corporation. The popu- 
lar impact might be similar to tacking 
up a “Private—Keep Out” sign. It seems 
that the utilities have approached nearer 
to the ideal brand name with their phrase 
“business managed.” Your reviewer now 
is stimulated and would like to throw in 
his suggestion as a 3-word conclusion: 
“Mutual development system.” 





Power Pools Not New 


Cz of Seattle, Department of Light- 

ing, is one of the best known munic- 
ipal power companies in the country. In 
the department’s 1947 annual report to 
the citizens there is an interesting para- 
graph dealing with power pools in the 
Northwest : 


City Light’s generating and transmission 
facilities function as components of the 
Northwest power pool, which is made up of 
Federal, municipal and privately owned 
generating systems. The transmission sys- 
tems of the various utilities have been inter- 
connected for some years (Seattle and 
Tacoma having constructed a tie line in 
1923). The name “power pool” first came to 
public attention in the Northwest in the 


early part of the late war. The interconnec- 
tions have operated to the advantage of all 
the utilities and the customers that they serve, 
the Seattle-Tacoma tie and the Bonneville- 
Grand Coulee connections being of particular 
advantage to these systems. The lighting de- 
partment’s steam-generating plant was put 
into operation at intervals during the year 
to supply energy over the evening peaks toa 
private utility in the eastern part of the state. 


During the year 1947, the department 
delivered more electric energy to Seattle 
users than in any previous year in its 
history. This fact reflects the increased 
population, and enlarged peacetime com- 
mercial and industrial activity of the 
community. 





British Coal Industry First Year 
Under Public Ownership 


USINESSMEN in this country are 
watching with interest the problems 
and progress of the British coal industry 
during its first year as a nationalized 


industry. The annual report and state- 
ment of accounts of the National Coal 
Board for 1947 give this picture: In 
brief, more coal was wledenell costs 
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were higher, prices advanced, deficits 
were large, and plans for the future are 
grandiose. 

The British Information Services 
summarizes the annual report in its Sep- 
tember, 1948, issue of “Labor and In- 
dustry in Britain.” The high lights are 
given below. 

In 1947, the British coal mines pro- 
duced 187,000,000 tons of coal, This 
output was 6,000,000 tons more than the 
mines produced in 1946, an increase of 
about 3 per cent. Reasons and net re- 
sults are shown by the following table: 


Tons 
Increase Due to Increased Man 


Increase Due to Better Attend- 
ance 

Increase Due to Greater Out- 
put Per Man Shift -+5,500,000 

Decrease Due to Reduction in 
Number of Working Days .. —14,000,000 


Net Increase 


The loss of the Saturday shift during 
5-day week working in the summer was, 
therefore, more than offset during the 
year as a whole by better attendance 
and greater productivity—the latter due 
partly to greater effort and partly to 
technical improvements and reorganiza- 
tion. 

However, the operational results in 
1947 as compared with 1938 are far from 
favorable. Here is the comparison: 


1938 1947 
Tons) 


227.0 187.0 
Average Number of 

Workers (Thousands) 781.7 711.4 
Absenteeism (Per Cent). 6.44 12.43 

Output Per Man Shift 
(Tons) 1.14 1,07 
The average cost of producing a ton 
of coal was about 85 cents more than 
it Was in 1946, Concessions to the work- 
men designed to promote codperation 
and attract recruits were responsible for 


Saleable Output (Million 


much of the increase in costs. The price 
of coal was increased on September Ist, 
Another increase came January 1, 1948. 
During the year 1947, the industry re- 
ported a large deficit, the main details 
of which are given below: 


Operating Loss 
Loss on Imported Coal 
Provision for Compensation for 
Loss of Office —406,192 
Other Income +156,177 
Interest and Interim Income 
—15,120,279 


Payable 
Net Deficit —23,255,586 


The board states that this deficit is not 
a charge on the taxpayer. It has been 
met from the board’s resources, and it 
must be overtaken in later years, The 
largest single deficit item, £15,120,279, 
represented interest on compensation 
stock and for “interim income” to be 
passed on to the former owners, 

Regarding plans for the future, the re- 
port said: 


The reshaping of the industry according 
to a long-term plan will be an immense task 
involving heavy capital commitments, Noth- 
ing comparable to it in size and complexity 
will ever before have been attempted in the 
industry. Reconstruction schemes might cost 
up ... £3,000,000 each and take up to ten 
years to complete. Altogether 52 major 
capital schemes (each costing more than 
£100,000), to a total value of £22,691,000, had 
been approved by the end of 1947. This total 
represented old schemes begun by colliery 
companies before the investing date and new 
schemes approved during the year. In 1947, 
a total of £2,898,300 was spent against these 
authorizations. 


The board stated that it is fully aware 
that the real testing time has yet to come. 
It concluded that for the next few years 
the way is fairly clear, but as time goes 
on the demand for British coal will de- 
pend more and more on the cost at which 
it can be mined and the prices at which 
it is sold. Britain must export coal, 





q “AMERICANS never have subscribed to the doctrine that ‘papa knows 
best.’ They know that open discussion has shaken the bugs out of 
many a program.” 
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—EpiTor1AL STATEMENT, 
New York World-Telegram. 
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Notes on Recent Publications 


Bright Electrical Future. We are only entering 
a fully electrical age, according to W. C. 
Johnson, executive vice president of Allis- 
Chalmers Manufacturing Company. Mr. 
Johnson, who is also president of the Na- 
tional Electrical Manufacturers’ Associa- 
tion, presents his ideas of the future of the 
electrical industry in an article in the second 
quarter number of the Allis-Chalmers Elec- 
trical Review, published in Milwaukee. A 
very optimistic preview of the future is 
given, However, it is tempered with mention 
of problems “which will tax the best of our 
thinking.” Two of the headaches referred 
to deal with the pressure for socialization 
and the possibility of war. That issue of the 
review also contains a half-dozen technical 
articles of interest to operating executives 
of electric utility companies. 


Business Interest in Education, Adequate edu- 
cation is essential to the maintenance of 
our democratic institutions and the expan- 
sion of our economy. Increased economic 
and individual well-being of the people ac- 
companies rising educational levels. To avoid 
the danger-of centralized regimentation, the 
states and communities should recognize and 
fulfill their respective financial responsibil- 
ities and their constitutional obligations, To 
seek additional Federal aid for general edu- 
cation is to invite Federal control, These 
are some of the principles stated \by the 
committee on education of the Chamber of 
Commerce of the United States in a 28- 
page booklet entitled “Program Suggestions 
for Committees on Education,” designed to 
aid local business groups in organizing edu- 
cation committees. The booklet is packed 
with facts and concrete suggestions. Cham- 
ber of Commerce of the United States, 
Washington 6, D. C. 


Corrosion, It is estimated that national losses 
from corrosion of pipe lines alone reach 
$2 billion annually. There is a monthly 
magazine dealing exclusively with the sub- 
ject. It is entitled Corrosion and is devoted 
to the problems of research and control of 
corrosion. The publication is the official 
journal of the National Association of Cor- 
rosion Engineers, Inc., at Houston, Texas. 
Stated purpose of the magazine is to provide 
permanent record of progress in the con- 
trol of corrosion as described in papers pre- 
pared for the association and from other 
sources, General offices, Southern Standard 
building, 711 Main street, Houston 2, Texas. 
Subscription, $7.50 a year. 


Explaining Profits. The Metropolitan Life In- 
surance Company has published a 60- 
booklet entitled “Telling Empioyees About 
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Business Operations: Profits.” Ideas and 
suggestions presented are generously illus- 
trated by specific examples showing the 
methods used by particular companies. More 
than a dozen references are made to policies 
followed by public utility companies, The 
primary purpose of the report is to show 
steps which can be taken to correct the 
many misconceptions regarding profits now 
held by employees and the public, Copies are 
available to executives making request on 
their business stationery. Policyholders 
Service Bureau, Metropolitan Life Insur- 
ance Company, One Madison avenue, New 
York 10, New York. 


Good Supervisors. The National Foremen’s 


Institute has published a pocket-sized book- 
let of 24 pages for employees charged with 
the responsibility of supervising men and 
women. It is devoted to the creation of bet- 
ter human relations among the individuals 
who work together under one supervisor. 
Prepared in popular style with illustrations, 
it uses short, punchy text and cartoons to 
make its important messages interesting and 
easily understood. A dozen suggestions are 
treated separately. Here are a few of the 
suggestions discussed: (1) treat them with 
dignity; (2) make them feel they belong; 
(3) give them a chance to work out things 
on their own initiative; (4) tell your people 
in advance about changes that will affect 
them ; and (5) tell your people how they are 
getting along. Price per copy is 25 cents, 
with discounts for quantities, Title is “Wo, 
Me? ... PornTers IN JoB MANAGEMENT.” 
National Foremen’s Institute, Inc., Deep 
River, Connecticut. 


Reporting Corporation Income, The Septem- 


ber, 1948, issue of the Harvard Business Re- 
view contains two articles of interest to ex- 
ecutives and accountants charged with re- 
sponsibilities related to the preparation of 
annual reports. The first is the leading fea- 
ture article of the magazine and is entitled 
“Problems in Reporting Corporation In- 
come,” by George D. Bailey, president of 
the American Institute of Accountants. The 
article discusses the general problems in- 
volved, with particular reference to vary- 
ing concepts of earnings and the effect of 
changing prices, The second article, “The 
Reality of Inventory Profits,” deal specifical- 
ly with the controversy over the relative 
importance of illusory profits and losses 
caused by the changes in prices of goods 
contained in inventories. This article is 
written by Charles A. Bliss, professor of 
business administration, Harvard Business 
School. Harvard Business Review, Pub- 
lished bimonthly. Address, Gallatin House, 
Soldiers Field, Boston 63, Massachusetts. 
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Events 


In General 


NARUC Convention 


HE sixtieth annual convention of 

the National Association of Rail- 
road and Utilities Commissioners was 
called to order at the Hotel General 
Oglethorpe in Savannah, Georgia, on 
the afternoon of November 15th by re- 
tiring President Walter R. McDonald of 
Georgia. After welcoming addresses by 
Governor Herman E, Talmadge, the 
mayor of Savannah, John G. Kennedy, 
and the vice chairman of the host com- 
mission, Matt L. McWhorter, to which 
Justus F, Craemer, first vice president 
of the association, responded, Commis- 
sioner McDonald delivered his presi- 
dential address, In this address, empha- 
sis was placed on the increasing respon- 
sibility of regulatory authorities to use 
their discretionary powers in the inter- 
est of public service, Commissioner 
Craemer submitted the report of the 
executive committee. 

The morning session of the second 
day featured a discussion on “current 
developments in rate regulation,” led by 
Andrew J, Zimmerman, director of the 
department of public utilities of Wash- 
ington, covering communications; W. 
F. Whitney of the Wisconsin Public 
Service Commission, covering transpor- 
tation ; Edward N. Gadsby, chairman of 
the Massachusetts Department of Pub- 
lic Utilities, covering electric and gas. 

Following a noon memorial service for 
the late John E. Benton, for many years 
general solicitor of the NARUC, the at- 
tending members were guests of the 
Georgia commission on an educational 
tour of Georgia’s east coast points. 

The morning session of the third day 
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featured a discussion on the “appraisal 
of the current status of the financial 
needs of the electric utility industry” led 
by SEC Commissioner McEntire. 

In the afternoon session Chairman 
John Siggins, Jr., of the Pennsylvania 
commission led a discussion on natural 
gas production and regulatory problems, 
assisted by Commissioners Ray 0. 
Weems of Oklahoma, Wade O. Martin 
of Louisiana, Paul E. Weiland of Ohio, 
and Dewitt M. Stiles of Kansas, At this 
session Justus F. Craemer of California 
was elected president, succeeding Com- 
missioner McDonald; Carroll L, Meins 
of Massachusetts was elected first vice 
president ; and Harry M. Miller of Ohio 
second vice president. Other officers of 
the association reélected include Fred- 
erick G. Hamley, general solicitor; Ben 
Smart, secretary; and Stanley M. Ally- 
son, assistant secretary. 

On the fourth day, J. Haden All- 
dredge of the Interstate Commerce Com- 
mission led a discussion on the uniform 
classification problem, assisted by Byron 
M. Gray, Kansas commission attorney, 
and William H. Gorman, southern di- 
rector of the California, commission. In 
the afternoon of the final day, chief com- 
mission accountants, A. R. Colbert of 
Wisconsin and Fred Kleinman of Illi- 
nois, led a discussion on conflicting state 
and Federal accounting regulations. 

During the meeting, in addition to ac- 
ceptance of the usual reports and adop- 
tion of recommended resolutions, the as- 
sociation voted to sustain its executive 
committee in declining to join the Cali- 
fornia commission’s effort to enlist the 
aid of the FCC in investigating the use 
of communication for gambling. 
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THE MARCH OF EVENTS 


Columbia Can Increase Power 


HE Columbia river and its tribu- 

taries can generate two and one-half 
times as much electricity as is provided 
by power projects now in operation or 
authorized, Army Engineers said recent- 
ly in disclosing data from a long- 
awaited report. 

The report outlines a development 
program, including power, irrigation, 
food control, navigation, fisheries, and 
soil protection features, estimated to cost 
$3 billion, for construction over a period 
of years. 


The report forecasts an increase of the 
present $17.50 kilowatt-year Bonneville 
rate to “slightly more” than $21.60, but 
says the new rate still will be lower than 
can be offered in other parts of the coun- 
try. 

A previous similar report, published in 
1932, served as a basis for the Grand 
Coulee, Columbia basin, Bonneville, and 
other monumental developments now in 
operation or under construction. A sum- 
mary of provisions of the new report was 
issued at Portland by Colonel Theron D. 
Weaver, division engineer. 


Colorado 


Commission Member Appointed 


osePH W. Hawtey, formerly of 

Trinidad, an assistant attorney gen- 
eral serving as state public utilities com- 
mission attorney, was appointed as a 
member of the commission by Governor 
Knous last month after Attorney Gen- 
eral H. Lawrence Hinkley withdrew his 
name as a prospective candidate. 

Hinkley, defeated for election to the 
state supreme court, was understood to 


have been offered the job by Governor 
Knous since, by custom, a Republican ap- 
pointment was necessary. The attorney 
general declined, it was reported, be- 
cause he desires to complete his present 
term and is considering making another 
try for election to the high court two 
years hence. 

Hawley’s appointment to the $6,000- 
a-year job is for six years. He takes the 
place on the commission left vacant by 
the recent death of Malcom Erickson. 


Connecticut 


Governor-elect’s Aid Sought 


CIO official asserted recently a 

proposed utility rate increase was 
“outrageous” and said the aid of Chester 
Bowles, Democratic governor-elect, 
would be sought in fighting it. 

John J. Driscoll, secretary-treasurer, 
said the state CIO council would oppose 
the rate increase petition filed by the Con- 
necticut Light & Power Company for a 


10 per cent increase in rates to all gas and 
electric customers. The proposed in- 
creases would add $3,600,000 a year to 
the company’s revenue. Of this, $528,- 
129 would be from gas customers and 
$2,888,633 from electric customers. 

The company, in a statement filed with 
the state commission, said the increasés 
were needed to enable the company to 
raise the new capital required by its un- 
precedently large construction program. 


Delaware 


Rate Increase Ruling Extended 


A= that authorizes increases in 
gas rates when it is shown that pro- 
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duction costs have risen, originally put 
into effect for one year, was extended 
indefinitely last month by the Wilming- 
ton Public Utilities Commission. 
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The action came with the approval by 
the commission of an application for ex- 
tension of the “gas production cost ad- 
justment” clause by the Delaware Power 
& Light Company in a letter from the 
president of the firm, Stuart Cooper. 

The gas clause was originally placed 
in effect February 1, 1948, and was made 
effective for one year. Since it was put 
in effect, four cost adjustments were 
made adding up to a total increase of 13 
cents per thousand of cubic feet a month 


to each of the company’s consumers. 

In his letter citing the basis for the ap- 
plication, Mr. Cooper said the clause “re- 
imburses the company only for actual in- 
creases incurred in the cost of producing 
gas and does not conpensate the company 
for any of the other substantial increases 
in the cost of operating and maintaining 
the transmission and distribution system, 
in the meter reading, collecting, account- 
ing, and other activities incident to the 
conduct of the business.” 


District of Columbia 


Allowed to Use Sliding Fund 


Be. Potomac Electric Power Com- 
pany was authorized last month to 
use $713,511 in a deferred credit account 
toward offsetting an anticipated $839,- 
370 deficiency in earnings during 1948. 

The account was established under the 
modified sliding-scale plan as a hedge 
against reduced income, or in a period of 
returns above the 54 per cent allowed, 
to be used in the form of consumer re- 
bates. 


Last month the District commission, 
after studying the firm’s preliminary re- 
port of anticipated returns, authorized 
the transfer of funds. The commission 
pointed out, however, that “the increase 
in rates made effective July 21, 1948, is 
reflected in only two of the nine months 
covered by the preliminary report and 
that it is probable that some improvement 
in earnings will be experienced by the 
company during the remainder of the 
year.” 


Florida 


Tax Resolution Adopted 


RESOLUTION adopted on November 
10th by the Florida League of 
Municipalities at its annual convention 
asked the state legislature to repeal the 
state gross receipts tax on gross receipts 
of municipally owned electric and gas 
plants and distribution systems. 
The resolution said the state now im- 


poses and collects for state purposes a 
tax of $1.50 upon each $100 of the gross 
receipts of municipally owned electric 
and gas plants “thereby placing the state 
in the position of one public body im- 
posing and collecting a tax upon another 
public body, the effect of which is to de- 
prive municipalities owning their elec- 
tric and gas plants and distribution sys- 
tems of sorely needed revenue.” 


Massachusetts 


To Recommend New Fare 
Schedule 


| gates trustees of Boston’s Metro- 
politan Transit Authority last month 
asserted they would remain steadfast in 
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their recommendation for a new schedule 
of fares ranging from 6 to 22 cents, de- 
spite Governor Bradford’s earlier avowal 
to do everything in his power to prevent 
it. 

This development followed a day of 
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widespread protest to the proposed 6-10- 
16-22-cent schedule, particularly from 
those commuters who would experience 
substantial fare hikes in addition to meet- 
ing this year’s $9,000,000 deficit on the 


tax rates of their own cities and towns. 

In this storm of criticism it was 
charged that the trustees incurred the 
$9,000,000 deficit rather than face the 
fare issue in an election year. 


e 
Michigan 


Plea for Gas Curb Denied 


M'saee ConsoLIDATED Gas Com- 
PANY recently lost its fight to re- 
instate restrictions on the amount of gas 
used by 12 major industrial customers in 
western Michigan. 

The state public service commission 
denied a rehearing of an order issued 
October 14th removing a limitation of 
20,000,000 cubic feet a day it had im- 
posed of the western Michigan indus- 
tries in order to be sure of having suffi- 
cient natural gas for Detroit. 

“Tt may be true that Michigan Con- 
solidated will be forced to manufacture 
more gas, and therefore increase its 
charges to customers,” Commissioner 
Henry L. Woolfenden, Jr., said. “But 
both the Detroit and western Michigan 
divisions of the company are part of an 
integrated system, and customers in both 
areas must be treated alike.” 

The commission authorized Consum- 
ers Power Company to change a fuel cost 


adjustment clausé in its electric rate 
schedule from a_ cost-per-ton-of-coal 
basis to a system based on the cost of a 
heat unit. 

A surcharge for all gas used by 
houses and industry in excess of 2,- 
500 cubic feet a month was asked by 
Michigan Consolidated Gas Company. 
The petition, filed last month with the 
state public service commission, asked re- 
lief from excess manufacturing costs 
during a “temporary emergency” ex- 
pected to last until the Michigan-Wiscon- 
sin pipe line is completed in 1950. 

Henry Fink, president of Michigan 
Consolidated, said “this increase in rev- 
enue is absolutely necessary to preserve 
service to our customers during the 
period of gas shortage and to prevent an 
industrial shutdown such as we ex- 
perienced last winter.” Last February, 
Detroit’s industrial gas supply was cut 
off for about two weeks because fuel oil 
for manufacturing gas was not available. 


Missouri 


Steam Heat Rate Rise Approved 


N increase of 35.2 per cent in steam 
heating rates charged to 700 cus- 
tomers of Union Electric Company of 
Missouri in downtown St. Louis was ap- 
proved recently by the state public serv- 
ice commission, effective December Ist. 


Based on 1947 volume, it was esti- 
mated that the rate increase would give 
the utility an additional $500,000 a year 
in revenue. In seeking the increase, 
Union Electric gave as its principal rea- 
son the advancing cost of coal. 

A fuel adjustment clause accounts for 
most of the increase. 


* 
New Hampshire 


utilities at a special rate on electric en- 
ergy generated or sold was rejected by 
New Hampshire voters at the general 
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Tax Amendment Rejected 


PROPOSED state constitutional amend- 
ment to allow taxation of public 
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election, which was held last month. 
Also defeated was an amendment to 
permit the state legislature to enact a 


gross income or gross receipts tax on the 
gross income of individuals and corpora- 
tions. 


Oregon 


Power Proposal Defeated 


We geo voters, at the recent general 
election, defeated a proposal to per- 
mit the state to take over private power 
projects at expiration of licenses on pay- 
ment of a fair value. 

The proposed amendment to the state 
hydroelectric act would have prevented 


state, county, or city governments from 
taking over private power company 
properties until the company’s license 
from the state hydroelectric commission 
had expired. Such licenses are generally 
for twenty-five to fifty years. 

Under the present law, public agencies 
may take over by condemnation proceed- 
ings any time after two years’ notice. 


South Carolina 


Utility Sale Upheld 


HE United States Circuit Court of 
Appeals refused on November 10th 
to interfere with sale of South Carolina 
Power Company stock to the South Caro- 
lina Electric & Gas Company. The South 
Carolina Public Service Authority, state- 
owned public utility, had appealed to the 
Federal court in an effort to buy the 
stock itself. 
In an opinion written by Chief Judge 
John J. Parker, the court questioned 
whether the public service authority 


could be regarded “as an aggrieved 
party.” Purchase of stock by the electric 
and gas company in 1947 for $10,200- 
000 from the Commonwealth & Southern 
Company had been approved by the 
Securities and Exchange Commission 
and the Federal Power Commission. The 
court found that even if the authority 
was aggrieved, “it has made no case 
which would justify us in disturbing the 
orders” of the FPC and SEC. The 
opinion concluded that the transaction 
would serve the utility needs of the terri- 
tory, both adequately and economically. 


Vermont 


State Power Authority Urged 


REATION by the 1949 Vermont legis- 
lature of a state power authority, 
empowered to generate, buy, sell, and 
transmit electricity and issue bonds for 
such purposes, was urged by the Ver- 
mont Farm Bureau in a resolution adopt- 
ed November 10th at its annual meeting 
in Barre. 

Adoption of the resolution followed 
assertions that private utilities had failed 
to meet the state’s needs. 

In speaking for the resolution, Dr. 
Royce S. Pitkin, president of Goddard 
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College, declared the control of the pro- 
duction and distribution of electricity in 
the state should be in the hands of Ver- 
monters. Asserting that a study had re- 
vealed a “critical lack of power in the 
state,” Dr. Pitkin said that only lower 
rates would attract new industries to the 
state. 

Also adopted by the group were reso- 
lutions supporting the ‘proposed St. 
Lawrence waterway and Lake Cham- 
plain cutoff, and protesting against the 
proposed increase in rates by the New 
England Telephone & Telegraph Com- 


pany. 
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Progress of Regulation 


Court Restrains Enforcement of Confiscatory 
Rate Ordinance 


POWER and light company’s action to 
A enjoin a municipality from enforc- 
ing a rate ordinance was decided by the 
United States District Court for Alaska 
in favor of the utility. The city, acting 
under a statute empowering it to fix 
rates, had passed an ordinance intended 
to provide a 7 per cent return on the 
utility investment. 

The utility introduced an exhibit which 
indicated that for the year subsequent to 
that on which its rates were based, and 
subsequent to the filing of the complaint 
in the action, the rates established by the 
city did not yield revenues sufficient to 
meet operating expenses. 

The city objected to this evidence on 
the ground of surprise, lack of oppor- 
tunity to examine and analyze it or to 
compare it with utility records for the 
purpose of verification. 

The court answered the city’s argu- 
ment on the admissibility of this evidence 
with this statement : 

Ordinarily evidence of occurrences subse- 
quent to the filing of the complaint is inad- 
missible, but the exclusion of such evidence 
in an identical situation dealt with by the 
court in City of Knoxville v. Knoxville 
Water Co. (1909) 212 US 1, 14, 15, 29 S Ct 
148, 53 L ed 371, was held to be error... . 


On the other hand, defendant could have 
demanded a further report from plaintiff 
of its operations, and in any event should 
have anticipated that plaintiff would intro- 
duce evidence as to earnings and expenses 
up to a short time before the trial. In the 
absence of proof that a request for an in-° 
spection of the plaintiff’s books was denied, 
defendant’s objection to this evidence must 
be overruled on the authority of the case 
just cited. 


The court was reluctant to accept the 
figures for the most recent year of 
operation as a basis for its determination 
of the fairness of the rates since earnings 
and expenses should be measured over 
several years rather than by a particular 
year. But when the city admitted that 
it had no reason to challenge the correct- 
ness of the new evidence, the court found 
that although the rates were adequate 
when adopted they were now inadequate 
and added: 


I further find that, where the rates pre- 
scribed are not sufficient to meet operating 
expenses, there is not merely an incidental 
diminution in the value of plaintiff’s prop- 
erty, such as would be unavoidable upon any 
exertion of the police power to fix rates 
which diminished income, but a confiscation 
in the constitutional sense. 


Pichottav. Skagway et al. 78 F Supp 999. 


e 


Exemption under Holding Company Act 
Improperly Revoked 


HE Securities and Exchange Com- 


tion from the application of the Holding 


mission cannot revoke an exemp- Company Act without an adequate hear- 
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ing, according to a decision of the United 
States Court of Appeals for the District 
of Columbia. 

This is true even though the revocation 
is in the form of a modification of a rule 
if the effect of modification is to decide 
rights in a particular and immediate 
situation and not merely to put into effect 
a legislative or rule-making action gen- 
eral and future in effect. 

Pittsburgh Railways Company, a sub- 
sidiary of Philadelphia Company, in 
1938, became involved in reorganization 
proceedings under the Bankruptcy Act. 
The company was the subject of exemp- 
tions granted by the commission under 
§ 3(d) of the Holding Company Act. 

Revocation of exemption would oper- 
ate as a restraint on the reorganization 
proceedings before the district court and 
would reduce the authority of that court. 
The reorganization would be subject to 
operation of provisions of the Holding 
Company Act relating to subsidiaries of 
registered holding companies. Contrac- 
tual relations between various com- 
panies would be affected. 

Revocation was sought to be accom- 
plished by an amendment of the com- 
mission’s exemption rule, which, it ap- 
peared, would apply only to this situation. 
The commission threw the burden on the 
company to show that the rule should 


e 


not be adopted. The court said as follows: 


It is elementary also in our system of law 
that adjudicatory action cannot be validly 
taken by any tribunal, whether judicial or 
administrative, except upon a hearing where. 
in each party shall have opportunity to know 
of the claims of his opponent, to hear the 
evidence introduced against him, to cross- 
examine witnesses, to introduce evidence jn 
his own behalf, and to make argument. This 
is a requirement of the dué process clause 
of the Fifth Amendment of the Constitution, 


Moreover, said the court, the provi- 
sions of the Holding Company Acct itself 
contemplate hearings for “adjudicatory 
action” by the commission. Section 20(c) 
of the act recognizes a distinction be- 
tween rules and regulations on the one 
hand and orders on the other. Orders 
are to be issued only after opportunity 
for hearing. Section 19 of the act pro- 
vides for hearings. Section 24(a) of the 
act provides for judicial review of orders, 
The requirements of this section, said the 
court, contemplate a hearing conducted 
in a manner appropriate for “adjudica- 
tory action.” 

The court did not pass on the question 
whether the commission’s action in re- 
voking the exemption would be proper 
if an adequate hearing were granted. The 
matter was remanded to the commission 
for further action. Philadelphia Co. ». 
Securities and Exchange Commission. 


Holding Company Simplification Ordered 


HE Securities and Exchange Com- 
mission ruled that the properties of 
six natural gas subsidiaries of Pennsyl- 
vania Gas & Electric Corporation consti- 
tuted an integrated gas utility system and 
were retainable as the single utility sys- 
tem. These properties are located in 
southern New York and northern Penn- 
sylvania. 
However, the properties of three man- 
ufactured gas subsidiaries in Pennsyl- 
vania, Rhode Island, and Massachusetts 


were declared nonretainable. The holding 


company was ordered to divest itself of 
its interests in these properties, 
The two largest properties in the prin- 
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cipal system were North Penn and Alle- 
gany. Both of these companies are en- 
gaged in the production, purchase, and 
distribution of natural gas. Their facili- 
ties are interconnected at numerous 
points and intercompany sales of gas are 
substantial. Both companies jointly own 
and operate underground gas storage 
facilities and both obtain large portions 
of their gas requirements under a joint 
gas purchase contract with a nonaffiliated 
company. 

The offices of almost all of these sub- 
sidiaries are located in the same building, 
and the duties of virtually every member 
of the staff employed at the offices i- 
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lows: a volve more than one of those companies. turn were based on junior equity securi- 
‘HB All maintenance work of these compa- ties of subsidiaries. Furthermore, it 
valle nies is directed from these offices. Acen- found that the earnings of the system 
cial or Ma tral staff of employees operating from had been insufficient to support the cor- 
where. MM these offices actually engages in the major porate structure of the holding company. 
o know J repair work in connection with all the In view of this, the commission ruled: 
pn properties. For this reason the commis- rT. at in ‘ $2 . 
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t. This stitute an integrated gas utility system order under § 11(b) (2). The common stock 
Clause # within the meaning of the Holding Com- participant urged that no order under that 
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provi- 


The commission found that there were 


after further steps have been taken to com- 
ply with § 11(b) (1), that corrective action 


itself substantial distances between the princi- under § 11(b)(2) was required, However, 
catory fg Pal holding company system andthe non- _—as found above, the corporate structure of 
20(c) | retainable properties in Pennsylvania, Penn ae unduly and pee se herr 
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e one operational relationship existed between equitably distributes voting power among the 
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J 4 4 e circumstances herein, we ar an 
t pro- more, it was not shown that their ~yeeunl ion that the issuance of an order under § 
of the ance would result in the loss of substan- 11(b) (2) should not be delayed. We con- 
rders tial economies. clude, pursuant to our statutory duty under 
id the The commission found that the pre- ~- ane, ays asa yee ey - — 
: : should now be required to s pre- 
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of common stock having no equity on a 
balance sheet basis, and that there had 
been a continuous accumulation of ar- 
rearages on preferred stocks, which in 


e 


Re Pennsylvania Gas & E, Corp. et al. 
(File Nos. 59-91, 54-165, Release No. 
8490). 


Switching Operations at Private Plant Do Not 
Require Full Crews 


N order of the Ohio commission dis- 
missing a complaint seeking to 
compel a railroad to employ full crews in 
switching operations at the plant of the 
Republic Steel Corporation was upheld 
by the supreme court of Ohio. It ruled 
that the commission has no jurisdiction to 
regulate the operations of a private rail- 
road upon private or leased property. 
The corporation maintained numerous 
railroad tracks within the limits of its 
plant. Over these tracks its own locomo- 
tives were operated solely in the switch- 
ing of cars specially designed for the han- 
dling of steel products and in the switch- 
ing of standard freight cars throughout 
the plant. The court believed that this 
use of locomotives within the plant 
limits constituted a plant activity and 
Was not such an operation as would make 
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the steel corporation a common carrier. 

Furthermore, it was held, employees of 
a common carrier railroad, who are as- 
signed by it to operate the locomotives 
pursuant to a contract between the steel 


corporation and railroad company, 
whereby the steel corporation supervises 
and directs the employees and pays their 
wages through the railroad company, are 
not, while engaged in operating the loco- 
motives, in the employ of a common car- 
rier. 
The court said: 

The instant case presents a situation where- 
in a manufacturing corporation has estab- 
lished its own intraplant railroad and does 
no business which could in any way make it 
a common carrier, Indeed it is not urged that 
Republic is a common carrier. Such opera- 
tions as it conducts are clearly exempt from 
regulations applicable to common carriers. 
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Persons or corporations transporting their 
own property are neither common carriers 
nor private carriers for hire, and, therefore, 
not subject as such to regulations by the 
public utilities commission of the state. 


The court pointed out that the statute 
establishing the jurisdiction of the com- 
mission over the transportation of pas- 
sengers and property between points 
within the state by all railroad companies 
which do business as common carriers 
expressly excluded from such jurisdic- 
tion street and electric railroads and other 
private railroads not doing business as 
common carriers. 


It was also observed that the statute 
vesting in the commission the power and 
jurisdiction to supervise and regulate 
railroads and to promulgate and enforce 
orders relating to the protection, welfare, 
and safety of railroad employees applied 
only to the supervision and regulation of 
railroad companies doing business as 
common carriers. 

In this connection the court ruled that 
the full crew laws apply to common car- 
riers only and not to private railroads. 
Coéperative Legislative Committee of 
Railroad Brotherhoods v. Public Utilities 
Commission, 80 NE2d 159. 


e 


Authority to Carry ‘“‘General Package Express”’ 
Too Indefinite 


MOTOR carrier’s request to transfer 
part of its certificate to render a 
“general package express” service was 
granted by the Washington commission 
in regard to transportation of certain 


commodities. 

The commission found that the carrier 
had carried tons of oranges and potatoes, 
milk, cream, soil pipe, household appli- 
ances, and many other items. It pointed 
out that many of these items in the volume 
handled cannot possibly be contained in 
the designation of “general package ex- 
press.” 

The commission consequently limited 
the rights granted under the transferred 


certificate to the carriage of certain 
named commodities. 

To the carrier’s request that the words 
“general commodities” be substituted for 
“general package express” in the trans- 
ferred certificate, the commission replied: 


In our opinion such terminology would 
expand rather than restrict the present per- 
mit. It is obvious that the wording of this 
permit makes policing and enforcement by 
the department impossible. It is also obvious 
that the wording of this permit and the op- 
erations of transferor under it have placed 
the permit holder in a position to compete 
unfairly with other scheduled carriers. 


Re Slater (Order MV No. 50419, 
Hearing No. P-20355). 


e 


Better Financial Position Is Necessary 
To Improvement of Service 


HE New York commission author- 

ized an interim increase in rates of 
the Rochester Telephone Corporation 
not to exceed 10 per cent, except in the 
case of certain multiparty lines. An in- 
crease of 12 per cent had been permitted 
earlier this year. 

The company was in need of a sub- 
stantial increase in rates in order to bring 
its earnings to a level which would re- 
store its credit with investors and permit 
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it to sell securities. It needed money to 
complete conversion to dial service, to 
improve service, and to expand facilities 
to serve additional customers. 

The corporation had been caught on 
the one hand with high wage costs, from 
which it still had no relief, and on the 
other hand with high equipment costs 
from which it would realize less 
economies than if the transition from 
manual to dial operation had been made 
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in prewar days. The company’s officers 
admitted that service was not up to the 
proper standard. The lack of money to 
improve and extend service aggravated 
the situation. 

Commissioner Burritt said the diffi- 
alty was that improved service requires 
money for new equipment which the cor- 
poration could not obtain with credit im- 
paired by a low earning position. He 
added : 


There is conceivably an even worse state 


than poor and inadequate telephone service 
at high rates, and that is, still poorer service 
and no service at all to new applicants. 
Reasonable operating expenses and the fixed 
charges for interest on funded and other debt 


and dividends on preferred stock must be 
paid and if equity capital (common stock) 
is to be provided, as appears necessary, 
money for dividends must be made available 
to attract investors. 


Before final rates can be determined, 
according to the commission, the cor- 
poration must submit detailed informa- 
tion as to the cost of service in various 
rate classifications and for other services. 
In the meantime the corporation should 
give serious consideration to other 
sources of revenue, including rural multi- 
party rates, coin boxes, and intercom- 
pany toll rates. Re Rochester Teleph. 


Corp. (Case 13489). 


& 


Commission Retains Control of Rates 
Pending Court Proceedings 


RATE increase sufficient to provide a 

telephone company with a return of 
6 per cent was authorized by the 
Michigan commission. 

Objection was made by the city of 
Detroit and others to the proceeding on 
the ground that a pending court appeal 
from an earlier commission order re- 
ducing rates divested the commission of 
jurisdiction over a new rate proceeding. 

The commission, after pointing out 
that the fixing of utility rates was a legis- 
lative and not a judicial function, an- 
swered the objection with this statement: 

To hold that during the pendency of a 

statutory suit the exercise of the power to 
fix and establish rates for the future is lost 
to the commission would be to effect a hiatus 
in the regulatory processes, which break may 
endure for a period of several years while 
a suit to review is wending its way slowly 
through the courts. It is our holding that 
the administrative process is continuous and 
may be exercised at any time, subject only 
to the limitation that such action be reason- 
able and be in accordance with procedural 
due process, 


The commission examined the pay- 
ments made by the company to its parent 
company under the so-called “license 
contract.” The obligations imposed on 
the utility by the agreement are summar- 
wed in this statement: 
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Under it, the American Telephone and 
Telegraph Company, in consideration of a 
fee of 14 per cent of the associated operat- 
ing companies’ gross operating revenues, au- 
thorizes the use of patents owned or con- 
trolled by the American Telephone and 
Telegraph Company, and agrees to furnish 
advice and assistance in engineering, oper- 
ating, accounting, administrative, personnel 
relations, and legal matters. The American 
Telephone and Telegraph Company further 
agrees to prosecute continuously research 
and development in the art of telephony. 


The commission suggested that the 
parent company should establish a service 
organization which could assign its costs 
to the companies served on the basis of 
direct charges for specific work with 
costs not directly assignable being al- 
located on a reasonable basis. The com- 


mission’s present policy on these costs is 
apparent in this statement: 


In rate proceedings before it, and until 
such time as a separate service organization 
is established, the Michigan Bell Telephone 
Company will be considered to have paid for 
services rendered to it by the American Tele- 
a po and Telegraph Company upon the basis 
ot cost. 


The commission excluded from the 
company’s expense account a portion of 


the parent company’s Federal income tax 


resulting from money paid on the license 
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contract on the ground that the company 
would have to pay a tax on the same in- 
come twice because of the parent com- 


HE New York Supreme Court, after 

finding that bus service between 
fixed termini in New York city and near- 
by race tracks was operated for the use 
of the public within the provisions of 
the Public Service Law and was not 
exempt from regulation as “sight-seeing 
service,” ordered the service terminated 
until a certificate should be obtained 
from the commission, as well as a 
franchise from the city. Maltbie et al. wv. 
Veterans Bus Corp. et al. 81 NY Supp 
(2d) 622. 


pany’s failure to operate its system as a 
single entity. Re Michigan Bell Teleph. 
Co. (T-252-48.16). 


7 


Other Important Rulings 


The Michigan commission, in au- 
thorizing a rate increase, said that 
while it recognized that the owner of a 


utility is entitled to fair compensation for 


services performed, it is equally true that 
service must be commensurate with rates 
paid and the company must adopt 
efficient means to improve its plant and 
equipment and must render better and 
more efficient service in order to enjoy 
a continuance of the rates granted by the 
commission. Re Prescott Teleph. Co. 
(T-54048.1). 
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NORTH DAKOTA PUBLIC SERVICE COMMISSION 


Re Montana-Dakota Utilities Company 


Case Nos. 4455, 4491 
September 27, 1948 


PPLICATION for authority to curiail natural gas service dur- 
A ing an emergency caused by a shortage of supply; authority 
granted. 


Interstate commerce, § 37 — State regulation — Gas sales to industry. 
1. The state Commission has jurisdiction over an application by an interstate 
natural gas company for authority to place large commercial and industrial 
gas consumers on an interruptible basis and to curtail but not interrupt serv- 
ice to small customers so that capacity may be made available to new resi- 
dences, p. 136. 

Service, § 123 — Duty to serve — Protection of public welfare. 
2. A public utility company which, under prudent and experienced manage- 
ment, is confronted with a situation affecting the safety and welfare of its 
customers or the public has the duty to take such action as conditions war- 
rant, p. 136. 

Service, § 146 — Natural gas curtailment — Shortage of supply. 
3. A natural gas pipe-line company may reasonably place large commercial 
and industrial gas customers on an interruptible basis and curtail, but not 
interrupt, service to small commercial customers, so that capacity may be 
made available for new residences, where to serve all present and prospective 
customers on a firm basis would endanger the public health, safety, and 
welfare, p. 137. 

Service, § 146 — Natural gas — Preference to residential customers. 
4. Natural gas should be made available, during a shortage, for residential 
purposes in preference to use for commercial and industrial purposes, p. 137. 
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APPEARANCES: Case No. 4455, tana, all appearing for Montana-Da- 
I. A. Acker, Bismarck, Commerce kota Utilities Company; C. L. Foster, 


Counsel, North Dakota Public Serv- 
ice Commission; John F. Sulli- 
van, Mandan, appearing for Mon- 
tana-Dakota Utilities Company, ap- 
plicant; W. G. Renden, Bismarck; 
F. R. Gamble, Minneapolis, Min- 
nesota; Cecil W. Smith, Minne- 
apolis, Minnesota; H. M. Frederick- 
son, Minneapolis, Minnesota; and 
Harry A. Schroth, Glendive, Mon- 


[9] 129 


Bismarck, appearing for city of Man- 
dan, Mandan, and the Bismarck Vet- 
erans Homeowners Cooperative As- 
sociation, Inc.; R. V. Boulger, Dick- 
inson, North Dakota, appearing as 
Assistant City Attorney for the city of 
Dickinson, Dickinson; W. C. Craw- 
ford, Dickinson, appearing for the city 
of Marmarth; D. E. Freeman, Bis- 
marck, and K. Piper, Bismarck, ap- 
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pearing for the Bismarck Veterans 
Homeowners Cooperative Associa- 
tion, Inc.; John A. Zuger, Bismarck, 
appearing for Clem Casey and John 
Stein; A. P. Lenhart, President, City 
Commission, city of Bismarck; F. E. 
Hedden, City Commissioner, city of 
Bismarck; and M. B. Monson, Bis- 
marck, citizen, appearing for the city 
of Bismarck ; Clarence E. Bryant, Bis- 
marck, Chief Engineer, North Dakota 
Public Service Commission. 


Case No. 4491 


John F. Sullivan, Mandan, appear- 
ing for Montana-Dakota Utilities 
Company, applicant; F. R. Gamble, 
Cecil W. Smith and H. M. Frederick- 
son, Minneapolis 2, Minnesota, also 
appearing for the applicant; Mackoff, 
Kellogg & Muggli, by Messrs. Mack- 


off and Kellogg, Attorneys, Dickin- 
son, appearing for Dickinson Laun- 


dry, Farmers Union Cooperative 
Creamery, Dickinson; Ward Johnson, 
Inc. ; Queen City Motel, St. Joseph’s 
Hospital, Dickinson School District 
No. 1; Dickinson Creamery Company, 
all of Dickinson; Twin Buttes School 
District No. 1, First National Bank of 
Bowman, and Clara Lincoln Hotel, of 
Bowman; Taylor Special School Dis- 
trict No. 3, of Taylor; Beach School 
District No. 3, of Beach; Elmgrove 
School District No. 13, of Belfield, 
and Assumption Abbey, Richardton, 
protestants. 

Alvin C. Strutz and Clifford Jan- 
sonius, Attorneys, Bismarck, appear- 
ing for Mandan Creamery, Golden 
West Laundry, Blue Ribbon Hatch- 
ery, Russell-Miller Milling Company, 
Purity Dairy, and Mandan Beverage 
Company, all of Mandan, North Da- 
kota; Master Cleaners, Bismarck 
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Tribune, Kuhlman Court, Modern 
Machine Works, Sweet Shop, Schultz 
Creamery, Oscar H. Will Company, 
Hoskins-Meyer, G. P. Hotel, Bis- 
marck Hotel, Northern Hide & Fur 
Company, Bismarck Bakery Com- 
pany, Armour Creamery, Kavaney- 
Person Court, Interstate Trans- 
portation Company, International 
Harvester Company, Fink’s Cafe, Bis- 
marck Printing Company, Wahugh 
Apartments, R. S. Towne Apart- 
ments, and V. R. Middlemas Apart- 
ments, all of Bismarck, protestants. 
Dwight Campbell, Aberdeen, ap- 
pearing for the Chicago, Milwaukee, 
St. Paul & Pacific Railroad Com- 
pany, protestant; W. L. Nuessle, Bis- 
marck, North Dakota, appearing as 
chairman of The Executive Commit- 
tee of the Board of Trustees, The Bis- 
marck Evangelical Hospital, in pro- 
test; Emanuel Sgutt, Attorney, Fargo, 
appearing for Lewis & Clark Hotel, 
Mandan, North Dakota, protestant; 
A. E. Draeb & Krauth, Attorneys, 
Hebron, North Dakota, appearing for 
Hebron Brick Company and Hebron 


Special School District No. 13, Heb- 


ron, North Dakota, in protest; John 
F. De Ford, Fort Lincoln (Bis- 
marck), appearing for Corps of Engi- 
neers, Garrison District, Department 
of the Army, Fort Lincoln, Bismarck, 
in protest; Lieutenant Colonel F. B. 
Hall, Jr., Bismarck, appearing for 
Corps of Engineers, Garrison Dis- 
trict, Department of the Army, Fort 
Lincoln, in protest; Otto Thress, At- 
torney, Dickinson, appearing for the 
Coca Cola Bottling Company, Dick- 
inson, protestant; Ray Robinson, Bis- 
marck, appearing as Maintenance 
Engineer, North Dakota State High- 
way Department, state of North Da- 
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kota, in protest; Walter O. Burk, Wil- 
ston, appearing in behalf of approxi- 
mately thirty users of gas in city of 
Williston, as protestants; A. M. Hal- 
weg, Mandan, appearing for the Unit- 
ed States Department of Agriculture, 
in protest; K. Piper, Bismarck, ap- 
pearing for the Bismarck Veterans 
Cooperative Homebuilders Associa- 
tion; I. A. Acker, Bismarck, Com- 
merce Counsel, North Dakota Public 
Service Commission, state of North 
Dakota, appearing for said Commis- 
sion; C. E. Bryant, Bismarck, Chief 
Engineer, North Dakota Public Serv- 
ice Commission; C. F. Kelsch, Man- 
dan, appearing for Montana-Dakota 
Utilities Company ; Jerome M. Joffee, 
Kansas City, Missouri, appearing for 
the same protestants noted in H. A. 
Mackoff’s appearance. 


By the Commission: The Mon- 
tana-Dakota Utilities Company, of 
Minneapolis, Minnesota, owns and op- 
erates a natural gas system, including 
production, transmission, and dis- 
tribution facilities, located in the states 
of Montana, and North and South Da- 
kota. The natural gas pipe-line sys- 
tem serving North Dakota is a part of 
what the company designates as its 
Baker-Bowdoin System. The com- 
pany obtains its natural gas supply 
from a field (Bowdoin field) located 
near Saco, Montana, and from an- 
other field (Baker field) located in 
southeastern Montana. The two gas 
fields are interconnected by pipe line. 
The company’s principal natural gas 
transmission lines radiate from said 
fields and terminate at Williston, 
North Dakota, Bismarck, North Da- 
kota, Bowman, North Dakota, Rapid 
City, South Dakota, and Miles City, 
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Montana, as more fully’ shown in Ex- 
hibit No. 1, Case No. 4455. As of 
December 31, 1947, the company fur- 
nished natural gas service in 17 com- 
munities in the state of North Dako- 
ta; and was serving 7,231 residential 
customers, and 1,263 commercial and 
industrial customers in this state. 

On January 7, 1948, the company 
filed the following regulations per- 
taining to the furnishing of natural 
gas service with the Public Service 
Commission and requested its ap- 
proval thereof: 


“Special Emergency Terms and Con- 
ditions Applicable to All Classes 
of Gas Service” 


“Until further notice, no new gas 
customers for domestic or commercial 
space heating will be accepted by the 
utility excepting and upon the condi- 
tions following, namely : 

“(a) New customers using gas for 
cooking, water heating, and refrigera- 
tion without restrictions ; 

“(b) New domestic heating cus- 
tomers for new dwellings when the 
basement or foundation thereof shall 
have been completed and erection of 
the building thereon shall have been 
commenced or contracted for prior to 
November 3, 1947, provided further, 
the owner or customer shall on or be- 
fore said date have placed with a deal- 
er a bona fide order for the necessary 
heating equipment ; 

“(c) Present domestic heating cus- 
tomers may revise or change their 
present heating system provided such 
change will not increase the amount 
of gas consumed by more than 25 per 
cent ; 

“(d) Present commercial and in- 
dustrial customers may revise and 
75 PURNS 





NORTH DAKOTA PUBLIC SERVICE COMMISSION 


change their present equipment pro- 
vided such change will not increase 
the total volume of gas consumed an- 
nually by more than 25 per cent, and 
will not increase the total annual gas 
consumption to more than 1,500,000 
cubic feet.” 

After due notice, a public hearing 
on said application (Case No. 4455) 
was held by the Commission in the 
state capitol at Bismarck, North Da- 
kota, on the 15th day of January, 
1948. Various persons building, or 
proposing to build, new homes, and 
official of the municipalities involved, 
appeared at the hearing and strenuous- 
ly protested against the proposed reg- 
ulations. 

Officers of Montana-Dakota Utili- 
ties Company contended that on ac- 
count of shortage of materials, par- 
ticularly casing for new gas wells and 
pipe for so-called “field gathering 
lines,” the company could not supply 
gas to new customers for space-heat- 
ing purposes due to the unprecedented 
increase in the demand for gas as a 
fuel since the termination of World 
War II. The company contends that 
with existing facilities, it is able to de- 
liver about 60,000,000 cubic feet of 
gas per day from the various pipe lines 
which constitute its Baker-Bowdoin 
System. The company maintains, 
however, that, in a period of extremely 
cold weather, such as occurred in Jan- 
uary-February 1936, its present cus- 
tomers would require about 73,000,- 
000 cubic feet per day, which demand, 
if it continued for more than a short 
period, would result in a gas failure 
and endanger public health and safety. 

Protestants intimated that the com- 
pany had not endeavored in good faith 
to secure the necessary materials re- 
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quired to increase the capacity of its 
pipe-line system. The company main- 
tains, however, that, in recent years, 
it has made the following substantial 
capital investments in gas wells, pro- 
ducing leaseholds, field gathering 
lines, transmission lines, and compres- 
sor equipment to increase the capacity 
of its Baker-Bowdoin pipe-line system 
(see Case No. 4455): 


Protestants also contended that the 
company should install a propane gas 
standby plant at some point on its pipe- 
line system to supplement its natural 
gas supply on peak days. 

The company contended that pro- 
pane gas standby plants are still ex- 
perimental in character and that the 
cost of such a plant, even if practica- 
ble and feasible for standby purposes, 
would be excessive, that such a large 
capital investment, and the high op- 
erating costs, would necessitate an in- 
crease in rates for natural gas serv- 
ice. 

After considering the evidence ad- 
duced at the hearing held on January 
15, 1948, the Commission felt that the 
case required further evidence, par- 
ticularly with respect to the company’s 
peak-load demands during the 1947- 
48 heating season. 

On April 2, 1948, the Commission 
ordered that a further public hearing 
on the matter be held, and after the 
usual statutory notice, a hearing was 
held on May 4, 1948, at the state capi- 
tol in Bismarck, North Dakota. 
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The attitude of the Montana-Da- 
kota Utilities Company had not 
changed since the hearing held on Jan- 
uary 15, 1948 . Officers of the com- 
pany again contended that its ability 
to deliver gas on peak-load days was 
limited to the amount required by pres- 
ent domestic and commercial custom- 
ers; that, due to the shortage of ma- 
terials, the company was unable to in- 
crease the capacity of its pipe-line 
system sufficiently to serve all potential 
customers on a firm basis; that the 
only basis under which gas could be 
furnished to new homes would be to 
discontinue service to large commer- 
cial and industrial customers. 

The proposal that the company in- 
stall a propane gas standby plant for 
emergency use on peak-load days was 
further considered. Again officers of 
the company contended that the erec- 


| tion and maintenance of such a plant 


would be impracticable, that its cost 
would be excessive, and that it would 
only serve to supplement the natural 
gas supply on so-called “peak-load 
days,” and then only for a limited pe- 
riod of time. 


At the commencement of the hear- 
ing on May 4, 1948, Mr. John Zuger, 
attorney for Clem Casey, a real estate 
dealer and builder of dwelling houses 
in Bismarck, North Dakota, appeared 
and contended that the regulations 
adopted by Montana-Dakota Utilities 
Company under date of January 7, 
1948, are invalid, and of no force and 
effect, for the reason that the same 
have not been approved by the Com- 
mission. Mr. C. L. Foster, city at- 
torney for Bismarck, and attorney for 
the North Dakota League of Munic- 
ipalities, joined with Mr. Zuger in 
said motion. Mr. Zuger’s motion was 


taken under advisement by the Com- 
mission. 

The motion was later presented by 
Mr. Zuger in the form of a petition. It 
was subsequently overruled and the 
petition dismissed. The legal issue in- 
volved therein will be more fully con- 
sidered hereinafter. 

On May 19, 1948, Montana-Da- 
kota Utilities Company filed an appli- 
cation with the Public Service Com- 
mission requesting authority: (1) To 
require natural gas customers using 
between 1,500,000 and 2,500,000 cu- 
bic feet annually to install standby 
equipment, and (2) To eliminate serv- 
ice to natural gas customers using 
over 2,500,000 cubic feet annually. 

After due notice, a hearing on this 
application of Montana-Dakota Utili- 
ties Company, designated as Case No. 
4491, was commenced on July 1, 1948, 
and pursuant to adjournment on July 
3, 1948, was resumed on July 20, 
1948, and completed on July 24, 1948. 

In view of the regulations adopted 
by the company under date of January 
7, 1948, and considered by the Com- 
mission in Case No. 4455, the com- 
pany, in effect, presented to the Com- 
mission a choice of one of two alter- 
natives, namely : 

1. Approval of the company’s reg- 
ulations, adopted January 7, 1948, re- 
stricting the use of natural gas to pres- 
ent customers, or 

2. Approval of the company’s ap- 
plication to require all gas customers 
using between 1,500,000 and 2,500,- 
000 cubic feet annually to install stand- 
by equipment, and to eliminate serv- 
ice to gas customers using over 2,- 
500,000 cubic feet annually. 

Present commercial and industrial 
customers objected to the second al- 
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ternative on the ground that some of 
them had been solicited and induced 
by the company to convert from the 
use of coal as a fuel to gas at a con- 
siderable expense, that the cost of re- 
converting their heating systems to use 
coal or oil would be substantial, and 
that the expense of operating and 
maintaining a heating plant with coal 
or oil would be much greater than with 
gas, at least at the present rates for 
natural gas service. Several protes- 
tants testified that since they had in- 
stalled gas heating equipment their 
buildings had been remodeled and that 
installation of heating plants fired with 
coal or oil is no longer practicable be- 
cause such an installation would re- 
quire the use of space now utilized for 
other purposes and that in some in- 
stances, separate buildings will be 
needed for such heating plants. They 
also testified that fuel oil is not readily 
obtainable and that coal is hard to get 
because many local mines have been 
abandoned in recent years. 

Managers of creameries in Bis- 
marck, Mandan, and Dickinson testi- 
fied that not only would reconversion 
from gas to other fuel entail great ex- 
pense but that it would affect their 
problem of maintaining the standard 
of purity and cleanliness of their prod- 
ucts required by Federal and state reg- 
ulations. 

The evidence presented by Mon- 
tana-Dakota Utilities Company at the 
hearing in Case No. 4491 was substan- 
tially the same as in the hearings held 
on January 15 and May 4, 1948, in 
Case No. 4455. 

Officers of the company testified 
that since the close of World War II 
there has been an unprecedented in- 
crease in the demand for natural gas 
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in all communities served by the com- 
pany in Montana, North Dakota, and 
South Dakota; that in 1937 the com- 
pany delivered 1,092,718 million cubic 
feet of gas to the Bismarck division, 
that in 1947, 1,924,171 million cubic 
feet of gas was delivered to this di- 
vision, an increase of 76 per cent; and 
that delivery of gas to the Williston 
division increased 45 per cent in the 
same 10-year period. They further 
said the company experienced an in- 
crease of 39 per cent in the number of 
residential customers served by its 
Baker-Bowdoin System, and a 74 per 
cent increase in the volume of gas 
sold to this class of customers since 
1942. 

The record indicates that the com- 
pany has sustained a material annual 
loss of gas due to leakage in its field 
gathering lines and in its transmis- 
sion lines. This loss has aggregated 
about 12 per cent of the total amount 
of gas sold annually. The percentage 
loss is based on a system load factor 
of about 48 per cent; however, with 
a higher load factor, the percentage 
loss would, of course, be proportion- 
ately less. The company states that 
its pipe-line maintenance program has 
been hampered by a shortage of ma- 
terials and labor. 

Officers of the company testified 
that recoverable natural gas reserves 
available to the company are estimated 
to be approximately 300 billion cubic 
feet, and that, on the basis of the cur- 
rent annual rate of withdrawal, the 
gas reserves will last another twenty- 
seven years. Officers of the company 
further testified that, in order to main- 
tain the present capacity of its Baker- 
Bowdoin pipe-line system, the com- 
pany must drill and connect to the sys- 
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tem from 35 to 40 new gas wells each 
year. 

In the course of the hearing in Case 
No. 4491, Walter O. Burk, attorney 
for various commercial and industrial 
gas consumers in Williston, North 
Dakota, presented a motion, in which 
attorneys appearing for other protes- 
tants joined, challenging the jurisdic- 
tion of the Public Service Commis- 
sion in this proceeding on the ground 
that the company is obligated by law 
to furnish adequate and efficient serv- 
ice to all customers in the area served 
by it, and on further ground that the 
subject matter of this proceeding is 
under the jurisdiction of the Federal 
Power Commission. 

The legal questions raised by this 
motion will be considered by the Com- 
mission hereinafter. 


Findings of Fact 


Upon consideration of the evidence 
in Case No. 4455 and in Case No. 
4491, the Commission finds that: 


(1) Montana-Dakota Utilities Com- 
pany is unable, with the existing 
facilities, to furnish firm (not subject 
to interruption or curtailment) natural 
gas service to all present and prospec- 
tive gas customers in the state of North 
Dakota. The inability of the com- 
pany to furnish firm natural gas serv- 
ice to all present and prospective cus- 
tomers is due principally to the fact 
that the company has been unable to 
obtain an adequate supply of steel pipe, 
particularly casing for new gas wells 
and steel pipe for field gathering lines. 
We take judicial notice of the fact that 
there is a nation-wide shortage of steel 
pipe which has similarly affected the 
operations of other natural gas pipe- 
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line companies throughout the United 
States. 

(2) In the area served by Mon- 
tana-Dakota Utilities Company, there 
is a substantial number of new homes 
constructed, or to be constructed, in 
which natural gas would be used for 
space-heating purposes if it were avail- 
able. Recent estimates indicate that 
there will be approximately 1,000 new 
homes built each year for the next sev- 
eral years in the area served by the 
company’s Baker-Bowdoin pipe-line 
system. 

(3) Under existing conditions, it 
would be unreasonable to require the 
company to install a propane gas stand- 
by plant to supplement the supply of 
natural gas during peak-load periods. 
The installation of a large propane gas 
standby plant would take considerable 
time, particularly in view of the cur- 
rent shortage of steel, and steel prod- 
ucts. Moreover, considering the nat- 
ural gas reserves available to the com- 
pany, and also the possible discovery 
of additional gas reserves, we now be- 
lieve that it would be preferable for 
the company to expend its time and 
money increasing the capacity of its 
natural gas pipe-line system rather 
than on the installation of a standby 
plant. 

(4) The application of the com- 
pany to refuse natural gas service for 
space-heating and other purposes to 
all classes of prospective customers 
(Case No. 4455), and to eliminate 
natural gas service to customers us- 
ing in excess of 2,500,000 cubic feet 
annually (Case No. 4491) is, under 
present conditions, unreasonable and 
not consistent with the public in- 
terest. 
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Jurisdiction of Public Service 
Commission 


[1,2] Referring to the motion pre- 
sented by Mr. Walter O. Burk, attor- 
ney for various protestants in Willis- 
ton, North Dakota, and joined in by 
attorneys representing other protes- 
tants, it is the conclusion of the Com- 
mission that it has jurisdiction to hear 
and determine the issues involved in 
this proceeding. 

In regard to the question of juris- 
diction of the Federal Power Com- 
mission in matters of this kind, it 
should be sufficient to quote from § 1 
(b) of the Natural Gas Act, 15 USCA 
§ 717(b): 

“The provisions of this act : 
shall not apply to the local 
distribution of natural gas or to the 
facilities used for such distribution. 

See also Panhandle Eastern Pipe 
Line Co. v. Indiana Pub. Service Com- 
mission (1947) 332 US 507, 92 L ed 
—, 71 PUR NS 97, 68 S Ct 190, for 
a discussion of the jurisdictional ques- 
tion under the Natural Gas Act by the 
United States Supreme Court. 

In regard to the obligations of Mon- 
tana-Dakota Utilities Company to fur- 
nish natural gas service under certif- 
ificates of public convenience and ne- 
cessity issued by this Commission, 
and under the various municipal fran- 
chises held by the company, it is clear 
that such instruments do not, and can- 
not, require performance of the im- 
possible. Moreover, we believe it 
would be an irresponsible act on the 
part of the Commission to order the 
company to serve all present and pro- 
spective customers without restriction 
when such procedure might create a 
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situation where the company would be 
unable to supply even the minimum 
needs of residential users during a pe. 
riod of extremely cold weather. Hoy. 
ever, it should not be inferred that the 
company will discharge its obligations 
to the public merely by maintaining 
the status quo. The company can, 
and should, make every effort to ex- 
pand and improve its facilities so as to 
increase the capacity of its natural gas 
pipe-line system. 

If the company were required, un- 
der existing conditions, to serve all 
present and prospective gas customers 
on a firm basis, we cannot escape the 
conclusion that the public health, safe- 
ty, and welfare would be endangered, 
particularly if the area served by the 
company should experience a pro- 
longed period of cold and stormy 
weather, which is always a very real 
possibility in western North Dakota 
during the winter months. 

At the hearing held by the Commis- 
sion on May 4, 1948, attorney John 
Zuger of Bismarck, North Dakota, 
representing Clem Casey, a real-estate 
dealer and builder of residences in the 
city of Bismarck, moved that the rules 
and regulations filed with the Com- 
mission under date of January 7, 1948, 
be set aside on the ground that they 
are of no force and effect since said 
rules and regulations have not been 
approved by the Commission. 

It is true that the Commission has 
neither approved nor rejected said 
rules and regulations. After the hear- 
ing held on January 15, 1948, it was 
the conclusion of the Commission that 
a further hearing on the matter would 
be necessary. And since no action 
was taken, said rules and regulations 
became effective as of February 7, 
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1948, in conformity with § 49-0506 of 
the North Dakota Revised Code of 
1943. 

It is the opinion of the Commis- 
sion that when a public utility, under 
prudent and experienced management, 
is confronted with a situation which 
affects the safety and welfare of its 
customers, or the public, it has the 
right, and it is its duty to take such 
action as conditions warrant. 

Whether the rules and regulations 
made by the public utility are just and 
reasonable must be considered in the 
light of the facts, conditions, and cir- 
cumstances which induced the utility 
to make the same. 


Conclusions of Law 


[8,4] The Commission is of the 
opinion that it would be reasonable to 
place large commercial and industrial 


gas customers on an interruptible ba- 
sis, and to permit the company to cur- 
tail, but not interrupt, service to small 
commercial customers, so that capac- 
ity may be made available for new 
residential use. It is a well-estab- 
lished practice in other areas served 
by natural gas pipe-line systems to 
supply gas to commercial and indus- 
trial customers on that basis. We be- 


lieve such a procedure would be rea- 
sonable under the circumstances of this 
case, and that it will enable the com- 
pany to serve a substantial number of 
new homes. 

We are of the opinion that, due to 
its cleanliness and convenience, natural 
gas should be made available for resi- 
dential purposes in preference to use 
for commercial and industrial pur- 
poses. 

We are also of the opinion that the 
provisions for interruption or curtail- 
ment of natural gas service, as set 
forth hereinafter, in our order, are fair 
and reasonable; and, when placed in 
operation, will enable the company to 
service a substantial number of new 
residential customers. 

It is clear that any customer subject 
to curtailment, or to complete inter- 
ruption, of his gas supply, if that be- 
comes necessary in order to furnish 
adequate service to residential users, 
must determine for himself whether 
the installation of standby equipment 
is feasible and desirable, or whether 
the possible curtailment or complete 
interruption of service for an indefinite 
period would make it advisable to con- 
vert to another kind of fuel. 
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KENTUCKY PUBLIC SERVICE COMMISSION 


Re Louisville Railway Company 


Case No. 1697 
July 22, 1948 


PPLICATION of transit company for approval of the elimina- 
tion of token fares; granted. 


Return, § 108 — Transit company. 
1. A return of 7 per cent was allowed a transit company where that amount 
had not been attacked by proof and it was in accordance with a forme 
provision of a contract between the company and the city in which it operated, 
p. 139. 


Service, § 125 — Duty to serve. 
2. A transit company has a legal duty to render adequate service to th 
public and should take prompt steps to remedy congested conditions wher: 
ever they exist, p. 140. 


Accounting, § 12.1 — Surplus account — Excess over authorized rate. 


3. A transit company was not permitted to transfer to surplus account for 
the benefit of stockholders any amount in excess of the 7 per cent allowe/ 
in a rate case, but was required to transfer such sum to suspense accounl 
for property abandoned, in order to protect the public against unreasonabl 
earnings by stockholders and to hasten the day when fares might be reduce 


p. 140 
Rates, § 519 — Local transportation — Tokens. 


4. A local transportation company needing additional revenues was per 
mitted to eliminate token fares, p. 140. 


> 


APPEARANCES: John E. Tarrant, This would leave in effect only a far 
Attorney, for applicant; Robert T. of 10 cents for a single ride for eat 
Burke, Jr., Attorney, for city of fare-paying passenger carried with 
Louisville; John H. Chandler, Attor- the city of Louisville, except schoi 
ney, for Taxpayers League of Ken-_ children. 
tucky; Alfred M. Carroll, Attorney, Protests were filed by the city @ 
for Citizens Committee against Bus Louisville, by the Central Labo 
Fare Increases. Union of the American Federation 

Labor, by the Beechmont Civic Cul 


WHITTLE, Commissioner: The 
Louisville Railway Company, on June 
1, 1948, filed its application seeking 
approval for the elimination of its 
token fare (3 tokens for 25 cents). 
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Inc., and by a large number of it 
dividuals ; and at the hearings, the a 
torney for the Taxpayers League 4 
Kentucky, the attorney for the Cit 
zens Committee against Bus Fare lr 
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creases, and a representative of the 
Congress of Industrial Organization, 
as well as the attorney for the city of 
Louisville, appeared to resist the pro- 
posed increase. 

Hearings were held both in Frank- 
fort and in Louisville in order to give 
all interested parties ample opportunity 
to present evidence and to discuss the 
merits of the case. 

The evidence shows that in 1941 
the company and the city of Louisville 
entered into an agreement fixing the 
formula for determining the amount 
of the rate base upon which the com- 
pany should be permitted to earn, re- 
sulting in a rate base (when allow- 
ance is made for cash-working capital 
and materials and supplies), of $6,- 
918,038, as of the month of May, 
1948. The Commission does not com- 
mit itself to the accuracy of this rate 
base; but it has not been attacked in 
this proceeding by any of the protes- 
tants, and the Commission will allow 
this amount for a rate base in this 
particular case. 

[1] The company claims that 7 
per cent of this rate base is a reason- 
able amount for it to earn annually in 
net operating income, and introduced 
evidence in support of that contention. 
None of the protestants introduced 
evidence in opposition to the propriety 
of this return ; and so far as this partic- 
ular case is concerned, the Commission 
will allow it, because it has not been 
attacked by proof, and it is in accord- 
ance with a former provision of the 
contract between the company and the 
city referred to above. 

To yield this return upon the above 
rate base, the company should earn 
$484,263 annually. 


The evidence shows that during the 
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twelve months ended May 31, 1948, 
the company derived operating reve- 
nues in the sum of $247,600 from 
school children, chartered business, 
and other sources, in addition to 85,- 
327,000 regular fare-paying passen- 
gers. Had the fare now sought been 
in effect, the total operating revenues 
of the company would have been $8,- 
780,300. 

It is the contention of the company 
that the number of passengers carried 
during the ensuing year will be less, 
by from 5 per cent to 10 per cent, 
than in the previous year; and it of- 
fered evidence in support of this con- 
tention. The evidence is not sufficient- 
ly convincing, however, for the Com- 
mission to embrace such a contingency 
in this case. Instead, it will assume 
that, if the proposed fare becomes ef- 
fective, the above amount will be the 
annual gross operating revenues of 
the company in the future. 

It remains to estimate operating ex- 
penses. The applicant introduced an 
estimate of annual operating expenses, 
$7,402,000, based upon a 5 per cent 
decline in the number of passengers 
carried, and the testimony showed 
that these will be increased by $108,- 
000 if there is no decline. A subse- 
quent estimate based upon additional 
increases in prices raised this amount 
by another $114,800, bringing the 
total to $7,624,800. Taxes account 
for an additional $637,500; and when 
this amount and the estimated operat- 
ing expenses are deducted from esti- 
mated revenues, there is left an esti- 
mated operating income of $518,000. 
This amount is $33,700 more than 
7 per cent on the rate base. 

The various items of expenses in- 
cluded in the estimate are based prin- 
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cipally upon past experiences of the 
company adjusted for increased prices, 
and most of them appear reasonable. 
The biggest single increase is on ac- 
count of an additional $469,000 
brought about by increased wages, 
salaries, and employees’ benefits. Oth- 
er items include the increase in the 
cost of fuel, lubricant, tires and 
tubes, and other materials and sup- 
plies. 

On the face of it, the estimated ex- 
penses for injuries and damages, run- 
ning some $520,000, appear excessive. 
The protestants questioned such a 
large amount, and the Commission re- 
gards it as a great deal more than 
ought to prevail under normal condi- 
tions and efficient management and op- 
eration. However, it is based upon 


previous actual experience of the com- 
pany over a period of years, and the 


Commission cannot very well disturb 
this estimate in the face of the record. 

[2] There were a number of com- 
plaints concerning the inadequacy of 
the service rendered by the company. 
Apparently, these complaints are well 
founded, although the evidence is not 
sufficiently comprehensive to warrant 
an order as to adequacy of service at 
this time. The Commission realizes 
that conditions incident to the modern- 
ization of the company’s plant must 
inevitably result in temporary incon- 
veniences and crowded conditions here 


and there in the system. The com. 
pany, however, has a legal duty to 
render adequate service to the public 
it serves and should take prompt steps 
to remedy congested conditions where- 
ever they exist. 

[3, 4] The record indicates that the 
proposed fare may yield the company 
a return of $33,700 in excess of 7 
per cent, as hereinbefore set out,—al- 
though this is predicated upon esti- 
mates only, and may or may not be 
realized by actual operating experi- 
ence. Obviously, it is impractical to 
divide this excess, if any, by 85,000,- 
000—the number of passengers car- 
ried annually—and apply the resulting 
fraction of a mill to a fare. However, 
the Commission is of the opinion that 
the company should not be permitted 
to transfer to its surplus account for 
the benefit of its stockholders any 
amount in excess of 7 per cent which 


‘it may earn under the new fare. In- 


stead, it should be required to trans- 
fer such sum to its suspense account 
for property abandoned. This will 
protect the public against unreason- 
able earnings by the stockholders and 
will tend to hasten the day when fares 
may be reduced. The elimination of 
the token fare, therefore, will be ap- 
proved; but the excess earnings, if 
any, over 7 per cent on the rate base 
will be transferred to the suspense ac- 
count for abandoned property. 








KENTUCKY PUBLIC SERVICE COMMISSION 


Re Cincinnati, Newport & Covington 


Railway Company 


Case No. 1639 
September 2, 1948 


PPLICATION for authority to increase local transit fares; 


granted. 


Rates, § 19 — Delegation of state powers. 


1. The power to regulate public utility rates is a police power exclusively 
vested in the state, and this power may be delegated by the legislature, 


p. 142. 


Rates, § 48 — Jurisdiction of Commission — Prior power of municipalities. 
2. The authority of municipalities to make contracts for rates to be charged 
by local transit companies obtaining franchises was withdrawn and dele- 
gated to the Commission and the division of motor transportation, agencies 
of the state, as of the date these agencies were created by the state legisla- 


ture, p. 142. 


By the Commission: The Cincin- 
nati, Newport and Covington Rail- 
way Company (hereinafter called 
company) is a corporation engaged 
in the business of transporting pas- 
sengers for hire, both intrastate and 
interstate. The business is a unified 
and combined operation. The intra- 
state portion furnishes service to some 
thirteen cities and adjacent communi- 
ties in Kenton and Campbell counties 
in northern Kentucky. The interstate 
portion of the operation consists of the 
transportation of passengers across 
the Ohio river to the Dixie Terminal 
in Cincinnati, Ohio. 

Prior to January 11, 1948, the fares 
charged for said service were a 5-cent 
cash fare for the intrastate operations, 
and a 7}-cent token and 10-cent cash 
fare for the interstate operations. 
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On December 12, 1947, pursuant to 
KRS 278.180, the company filed with 
the Public Service Commission a no- 
tice to the effect that on January 11, 
1948, it proposed to inaugurate a 7}- 
cent token and a 10-cent cash fare for 
its trolley busses and streetcars in its 
intrastate operations. The trolley 
coaches and streetcars being subject 
to the jurisdiction of the Public Serv- 
ice Commission, and the operation of 
its motor busses being subject to the 
jurisdiction of the division of motor 
transportation, the company filed its 
notice of the increase in said fare for 
its motor busses with the division of 
motor transportation. 

As provided by KRS 278.190, the 
Public Service Commission suspended 
the operation of the proposed rate as 
to the trolley coaches and streetcars, 
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after which the company executed its 
bond with the Commission and said 
proposed rates became effective as of 
January 11, 1948, subject to the fur- 
ther orders of the Public Service Com- 
mission after hearings were had for 
the purpose of examining the reason- 
ableness of said rates. 

The matter was set down by the 
Public Service Commission for a hear- 
ing on January 6, 1948, at which time 
the various cities affected by the pro- 
posed fare increases appeared before 
the Commission and the division of 
motor transportation—the Commis- 
sion and division having agreed to 
hold joint hearings—and protested the 
said proposed rates. 

[1, 2] The Public Service Commis- 
sion and the division of motor trans- 
portation were sitting jointly for the 
purpose of the hearings only. Before 
the introduction of any of the evidence 
bearing on the reasonableness of the 
proposed rates, the cities of Covington 
and Newport contended that the Com- 
mission was without authority to 
change the fare then in effect for the 
reason that in the years 1867 and 1869 
the company and its predecessors had 
obtained from those two cities a per- 
petual franchise to operate in said 
cities, the principle consideration of 
which was that the company would 
never charge a fare in excess of 5 cents. 
The cities of Newport and Covington, 
by their counsel, and the company pre- 
sented excellent briefs on the legal 
question thus raised. 

The Commission is of the opinion 
that the power and authority to regu- 
late the rates to be charged the public 
by a utility is a police power exclusive- 
ly vested in the state. This power may, 
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by the legislature, be delegated. Con- 
ceding that the said cities did have, in 
the years 1867 and 1869, the necessary 
authority to make contracts for the 
rates to be charged by the company, 
such authority was withdrawn and 
delegated to the Public Service Com- 
mission and the division of motor 
transportation, agencies of the state, 
as of the date these agencies were 
created by the legislature. Southern 
Bell Teleph. & Teleg. Co. v. Louisville 
(1936) 265 Ky 286, 16 PUR NS 500, 
96 SW2d 695. 

Extensive hearings were had and 
evidence introduced bearing upon the 
reasonableness of the proposed rates. 
Bearing in mind that both the com- 
pany and the protesting cities agree 
that the Public Service Commission 
has jurisdiction over only the trolley 
coach and streetcar operations, the 
Commission has carefully considered 
the financial history of the company as 
a whole. We have considered the var- 
ious combinations of valuations placed 
upon the company’s properties as a 
whole, as contended by the company 
and as they should be according to 
the cities’ contentions. We have given 
consideration to the attempted break- 
down between the properties used and 
the revenues derived in intrastate and 
interstate business. We have exam- 
ined the actual revenues which the 
company has realized from the pro- 
posed fares over a 6-month period and 
the proportion thereof applicable to its 
intrastate operations. We have studied 
the contentions of the company and the 
cities as to the amount of money avail- 
able for a return if the proposed fares 
continue in effect, and if the 5-cent 
cash fare is charged. And from our 
consideration of all the foregoing and 
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this complete record, the Commission 
is unable to say that the proposed fare 
of 74-cent token and 10-cent cash, the 
same fare in effect in interstate opera- 
tions, when applied to intrastate op- 


erations, will yield excessive revenues 
from the operation of the trolley 
coaches and streetcars, which revenues 
amount to approximately 57 per cent 
of the combined revenues. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


The Beryllium Corporation 


Consumers Gas Company 


Complaint Docket No. 14362 
May 17, 1948 


a to dismiss complaint against established gas rates; 


complaint dismissed. 


Pleading, § 8 — Complaint. 


1. Formal complaints must set forth with sufficient particularity the act or 
acts allegedly in violation of law, p. 144. 

Rates, § 647 — Dismissal of complaint — Insufficiency. 
2. A motion to dismiss a complaint against gas rates contained in a filed 
tariff, in accordance with the requirements of law, should be granted where 
the complainant wholly failed to allege any facts in support of its complaint, 


p. 144 


By the Commission: This matter 
comes before us upon the motion of 
counsel for Consumers Gas Company 
to dismiss the complaint of The Beryl- 
lium Corporation against the rates 
established by Gas Service Tariff No. 
15, filed and published January 29, 
1948, to become effective April 1, 
1948. Answer has not been filed to 
the motion. 

The subject matter of the complaint, 
filed April 15, 1948, is as follows: 

“Increased labor and materials costs 
together with other increased opera- 
tion costs compel the complainant to 
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protest vigorously against increased 
gas rates that will add an annual addi- 
tional burden of between $4,000 and 
$5,000.” 

The prayer of the complaint is as 
follows : 

“Complainant requests that the con- 
templated increase in rates is unjusti- 
fied and that respondent be restrained 
from increasing its present utility 
rates.” 

Respondent contends, in its motion 
to dismiss the complaint that since the 
complaint was filed after the rates con- 
tained in Gas Seryice Tariff No. 15 
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became effective, the burden of proof 
is on complainant to establish that the 
rates are unjust and unreasonable by 
allegations which if proven would sus- 
tain that conclusion. Respondent, 
therefore, contends that the complaint 
is insufficient in substance for the rea- 
son that the single averment in opposi- 
tion to the rate is insufficient to sup- 
port a determination that the rates 
contained in said tariff is unjust and 
unreasonable; that in its prayer for 
relief the complainant has failed to al- 
lege facts to support its alleged conclu- 
sion that the rates are unjustified ex- 
cept to allude to labor, material and 
other operating costs which complain- 
ant itself has been experiencing and 
which the respondent is likewise ex- 
periencing ; and that the single prayer 
of the complaint that the Commission 
restrain respondent from increasing its 
present utility rates cannot be granted 
isasmuch as the tariff became effective 
prior to the filing of the complaint. 
The proceeding is one concerning 


a lawful, existing rate, filed by re. 
spondent in accordance with the re- 
quirements of our law. The motion 
to dismiss, therefore, filed by re- 
spondent to the complaint, is well 
taken. 

[1, 2] Pursuant to § 1001 of the 
Public Utility Law, formal complaints 
must set forth with sufficient particu- 
larity the act or acts allegedly in viola- 
tion of law. Armour Transp. Co. v. 
Public Utility Commission (1939) 
138 Pa Super Ct 243, 247, 10 A2d 
86; McNaughton Brothers v. Weiss, 
t/a Indiana Delivery Service, C. 
14283, dated January 19, 1948, 73 
PUR NS 152. 

In view of the fact that complainant 
wholly failed to allege any facts in sup- 
port of its complaint, respondent’s mo- 
tion must be granted and the complaint 
dismissed. 

It is ordered: That the motion of 
the Consumers Gas Company to dis- 
miss the complaint of The Beryllium 
Corporation be and is hereby granted. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


R. J. 


Borough of 


Freni 


Sandy Lake 


Complaint Docket No. 14251 
July 12, 1948 


" oepontn o by water customers against refusal of borough 
to replace water line removed during highway construc- 
tion; restoration of service ordered. 


Discrimination, § 16 — Free service — Pipe installation as consideration. 
1. The Commission is unable to approve an arrangement between a mu- 
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nicipal water utility and a customer under which the customer will replace 
a pipe line at his expense in consideration of receiving service without 


charge for an agreed number of years, since public utili 
at rates or charges other than those contained in the duly 


tariff is illegal, p. 146. 


service free or 
ed and effective 


Service, § 359.1 — Duty of municipal plant — E-xtraterritorial service. 
2. A borough which renders water service outside the limits of the borough 
has the attendant obligations imposed upon public utilities by the Public 
Utility Law, and such service must be reasonably continuous and without 
unreasonable interruptions or delay, p. 146. 


Municipal plants, § 14 — Powers of Commission — Municipal water service. 
3. The Commission has power to order a borough rendering service outside 
the limits of the borough to furnish and maintain adequate and reasonable 


service and facilities, p. 146. 


Service, § 261 — Discontinuance — Removal of water line — Municipal plant. 
4. A borough furnishing water service outside of borough limits must re- 
store waterworks facilities to properties of customers served by the borough 
for many years and resume the delivery of service at those properties where 
the water line to the premises has been removed during highway construc- 
tion and it would be an undue hardship upon the customers to deprive them 


of service, p. 147. 


By the Commission: This com- 


plaint, made in August 1947, by R. J. 


Freni, R. D. 2, Sandy Lake, for him- 
self and on behalf of Adrian E. Freni, 
his father, alleges that borough of 
Sandy Lake, respondent, has failed or 
refused to replace as promised a cer- 
tain water line in the highway which 
was removed during highway con- 
struction and has failed or refused to 
restore and resume delivery of water 
service which was interrupted by rea- 
son of such removal, at a residence 
owned by complainant’s father, and 
also at the residence of W. R. White, 
in Sandy Lake township, Mercer 
county, adjacent to the borough. Com- 
plainant formerly occupied the resi- 
dence belonging to his father which 
has been since tenanted by David F. 
Shontz. 

The answer by respondent denies 
only the allegation that it promised to 
replace the line, but avers that the 
pipe for this 740 feet of water line 
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was furnished by complainant and 
that it was installed by WPA labor; 
that about 740 feet of pipe would be 
required for the replacement, the cost 
of which, together with the instal- 
lation, the borough estimates at about 
$650, and which is about equal to the 
revenue to be anticipated from the line 
for twenty-two years; and that the 
borough’s gravity supply of water is 
at insufficient pressure to provide for 
the delivery of continuous and ade- 
quate water service at the Freni and 
White residences. In its answer re- 
spondent borough states its offer of 
free water service for ten years if the 
complainant constructs the line. 

Complainant asks that respondent 
be required to restore the water line 
and the water service. Respondent 
prays that the complaint be dismissed. 
Hearing was held on October 15, 
1947, and the case was submitted on 
the record. 

Borough of Sandy Lake acquired in 
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April, 1934, the existing waterworks 
facilities of The Sandy Lake Water 
Works, a private corporation. Since 
the acquisition, the borough has oper- 
ated its waterworks plant furnishing 
public water supply service to consum- 
ers in the borough and to certain con- 
sumers outside the borough. Pur- 
suant to a written agreement, dated 
November 13, 1939, by the borough of 
Sandy Lake and R. J. Freni, the 14- 
inch pipe in question was paid for by 
R. J. Freni and the water line installed 
with WPA labor. The borough be- 
gan service through this line on Jan- 
uary 1, 1940. The agreement stated 


that the pipe line would become the 
property of Sandy Lake borough as 
soon as the $52.50 paid by Mr. Freni 
for the pipe had been equaled by water 
service at tariff rates furnished to Mr. 
Freni. The pipe line was completely 
paid for under this arrangement in 


May, 1944, and is the property of the 
borough. 

[1] From May, 1944, to late in 
June, 1947, when this water line be- 
longing to the borough was torn out 
by the contractor who rebuilt the high- 
way, the borough continued to fur- 
nish water service to the residences of 
Messrs. Freni and White. Since June 
of 1947, the borough has not furnished 
water to these two residences, nor is 
it willing to do so unless Freni and 
White install and maintain a new pipe 
line in consideration of receiving wa- 
ter service without charge for ten years 
and thereafter at charges according to 
the effective rates in the borough’s 
tariff. Since public utility service free 
or at rates or charges other than those 
contained in the duly filed and effective 
tariff is illegal, we are unable to ap- 
prove such an arrangement. 
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There is no evidence in the recor; 
that the borough took any steps to pro 
tect its pipe line against damage during 
the highway construction or to have 
its pipe line restored or replaced by 
those responsible for the damage. 

Sometime between July and Octo- 
ber of 1947, the borough estimated 
that the cost of a new 14-inch line in. 
stalled for this 740 feet would cost 
about $570, consisting of $296 for 
trench excavation, $220 for pipe, $25 
for pipe laying and $50 for back-filling 
the trench. The probable annual reve- 
nue from water service at the Frenj 
and White properties would be about 
$25. 

The Freni residence is equipped 
with bathroom facilities, hot water 
system, sink, and other facilities for 
use of water under pressure. Because 
of difficulties in the operation of pump- 
ing facilities at the well on the prop- 
erty, the occupant has hauled water 
from a source about a mile away since 
the delivery of water service by the 
borough was interrupted. 

[2, 3] Our jurisdiction over this 
matter is contained in § 401 of the 
Public Utility Law (66 PS § 1171) 
which reads as follows: 


“Section 401. Character of Service 
and Facilities—Every public utility 
shall furnish and maintain adequate, 
efficient, safe, and reasonable service 
and facilities, and shall make all such 
repairs, changes, alterations, substi- 
tutions, extensions, and improvements 
in or to such service and facilities as 
shall be necessary or proper for the 
accommodation, convenience, and safe- 
ty of its patrons, employees, and the 
public. Such service also shall be rea- 
sonably continuous and without un- 
reasonable interruptions or delay. 
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Such service and facilities shall be in 
conformity with the regulations and 
orders of the Commission. Subject to 
the provisions of this act and the reg- 
ulations or orders of the Commission, 
every public utility may have reason- 
able rules and regulations governing 
the conditions under which it shall be 
required to render service. Any public 
utility service being furnished or ren- 
dered by a municipal corporation be- 
yond its corporate limits shall be sub- 
ject to regulation and control by the 
Commission as to service and exten- 
sions, with the same force and in like 
manner as if such service were ren- 
dered by a public utility.” 

The borough is empowered under 
§ 2407 of the General Borough Act to 
render water service outside the limits 
of the borough, but if it does so, it 
has the attendant obligations set forth 


in the above-quoted section of the Pub- 
lic Utility Law. Such service must be 
reasonably continuous and without un- 
reasonable interruptions or delay, and 
we have the power to order the 
borough of Sandy Lake to furnish and 


maintain adequate and _ reasonable 
service and facilities. 

[4] The borough has furnished wa- 
ter service to these patrons since 1940 
and now proposes to discontinue that 
service without our approval. It 
would be an undue hardship upon 
Freni and White to deprive them of 
the water service which they have de- 
pended upon for many years. It is 
through no fault of theirs that the 
pipe line was torn up in 1947, and it 
would be unreasonable to permit the 
respondent to discontinue the service. 

Under the circumstances, we find 
that it is reasonable for the borough of 
Sandy Lake to restore its water facili- 
ties and service to the properties of 
Messrs. Freni and White. The com- 
plaint is sustained ; therefore, 

It is ordered: That borough of 
Sandy Lake, respondent, restore its 
waterworks facilities to the properties 
of Adrian E. Freni and W. R. White, 
in Sandy Lake township, Mercer 
county, and resume the delivery of 
water service at those properties with- 
in sixty days after the service of this 
order. 
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Cowgill American Legion Post No. 463 


Cowgill Telephone Company 


Case No. 11,179 
July 16, 1948 


OMPLAINT by subscribers against unsatisfactory telephone 
E; service; complaint sustained and service improvement 
ordered. 


Service, § 123 — Adequacy — Responsibility of management — Telephones. 

1. Telephone utility management, and not utility employees, has the re- 
sponsibility of furnishing satisfactory service to the public, p. 150. 
Service, § 450 — Adequacy — Obligation of telephone company — Tree clearance, 

2. It is no defense to a complaint against the poor quality of telephone serv- 
ice on rural lines that farmers have failed to cut the hedgerows growing 
around the poles and lines if the telephone company has not requested au- 
thority from the farmers to cut the hedges or to construct new lines away 
from the highway in the farmers’ fields, p. 151. 
Service, § 123 — Obligation of telephone utility. 
3. The owner of a telephone company assumes a duty to render to the sub- 
scribers and the public satisfactory service and must fulfill this obligation 
before he may request a rate increase, p. 151. 


Telephones, § 2 — Rusty wires — Rural telephone service. 


Statement that a rural telephone wire carrying rust cannot be used as suc- 
cessfully as new wire for the construction or reconstruction of telephone 
lines, since the fact that it has much less transmission qualities than new 
wire makes the transmission of messages over such circuits difficult and 
unsatisfactory, p. 151. 


* 


By the Commission: This case is tures of Homer Berning, Post Com- 
before the Commission upon a com- mander, Irwin L. Mayberry, Post Ad- 
plaini, in the form of a petition, filed jutant, and Grafton Kelley, R. L. Hat- 
by 167 patrons of the telephone ex- field, and G. B. Bowers the last three 
change located and operated in the of which constitute, what they desig- 
town of Cowgill under the name of nate themselves to be, the telephone 
the Cowgill Telephone Exchange. committee. These complainants re- 
The petition was transmitted by a let- quest the Commission to require the 
ter signed by The Cowgill American owner of the telephone exchange at 
Legion Post 463, bearing the signa- Cowgill to improve the service now 
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being offered, and that an investiga- 
tion be made into the facts relative to 
the quality of the service now fur- 
nished. They claim the present serv- 
jee is very poor, unreliable, and very 
unsatisfactory. They further contend 
that on many occasions it is impossible 
to secure even local telephone service 
due to the condition of the switchboard 
and other equipment used in connec- 
tion therewith. 

Notice of the complaint was sent 
to the owner of the exchange and his 
answer received thereafter. His an- 
swer does not satisfy the complainants 
and for that reason it was necessary 
to make further investigation concern- 
ing the conditions under which the 
exchange is now operated and as to 
its upkeep and adequacy for rendering 
service. 

The initial step in making the in- 
vestigation was to send members of 
the engineering staff of this Commis- 
sion to Cowgill for the purpose of hav- 
ing them examine carefully the condi- 
tion of the switchboard and other 
central office equipment as well as the 
lines outside of the central office over 
which the complainants receive their 
telephone service. The staff members 
who examined the property have filed 
reports as part of this case indicating 
in a general way what is required in 
order that satisfactory service may be 
had. 

After receiving the report of the 
staff, the Commission set the case for 
hearing, after due notice was given to 
all parties interested in the complaint, 
including the owner, Mr. Pross T. 
Cross, whose post office address is 
Lathrop, Missouri. The case was 
heard at Jefferson City and submitted 
on the record then made. 
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One of the complainants, Lorenzo 
Tucker, appearing as a witness, testi- 
fied to the fact that the telephone serv- 
ice furnished through the Cowgill Ex- 
change was unsatisfactory most of the 
time. His testimony, as well as the 
reports of the staff members who ex- 
amined the property, was that the 
switchboard is very poorly maintained, 
jack sleeves, plugs and cords are badly 
worn, cord circuits are not all kept 
in operating condition, ringing and 
listening connections are worn and 
loosely assembled. Such conditions of 
the switchboard equipment cause in- 
terruptions in the circuits and interfere 
with ringing and conversation through 
the board when the patrons are at- 
tempting to communicate with one an- 
other. 

It appears the switchboard was 
bought second-hand around 1930 and 
installed in Cowgill, but there is no 
information to show when it was orig- 
inally constructed. The main distribu- 
tion frame in the central office shows 
loose connections and poorly soldered 
joints. 

The outside plant is described as 
having poles leaning, wires broken, 
wires off of insulators, insulators miss- 
ing, and the pole lines hidden by 
hedge rows along the highways grown 
to the height of 25 to 30 feet. The 
staff who examined the property re- 
port that while they were inspecting 
the system at Cowgill, attempts were 
made to check the service at several 
telephones located in the town of Cow- 
gill by calling rural subscribers but 
they were unable to get through to 
the rural subscribers, which indicates 
that service is unsatisfactory. The 
witness Tucker, and six other wit- 
nesses following him, described in- 
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cidents in which they had at various 
and many times attempted to secure 
service, both under usual circum- 
stances and emergency conditions, but 
failed to get satisfactory connections. 
The complaints relate both to local 
exchange as well as toll service extend- 
ing to other cities. 

[1] There is no complaint made by 
any of the complainants against the 
operators who attempt to operate the 
board and furnish service. The evi- 
dence shows that employees of the 
company who are in the central office 
are doing everything they can to make 
the service satisfactory. Of course, if 
the equipment is not properly installed 
and maintained, the operator at the 
switchboard is helpless in her efforts 
to render satisfactory service. The 
responsibility for furnishing satisfac- 
tory service to the public is the re- 
sponsibility of the management, who 
in this instance is the owner of the 
exchange. 

It is admitted by the management 
that many of the wires used in the 
rural territory are badly rusted and 
many of the poles are in bad condition. 
The management stated at the hearing 
that the cause of a substantial amount 
of the poor service in the rural areas 
is due to the fact that many of the 
wires are located in hedge rows along 
the highway where it is practically 
impossible for a man to reach the wires 
for the purpose of repairing them. The 
management contends that the farmers 
should cut the hedge rows so that the 
wires could be made clear from inter- 
ference from that cause. There is lit- 
tle evidence that the management of 
the exchange has made much effort to- 
wards getting hedge rows cut or re- 
locating the lines so that they will not 


be in brush grown up along the road. 
ways. 

The management does not deny that 
wires are off the insulators and insula. 
tors are missing, or that a large 
amount of the wire is rusty and brit- 
tle so that it is almost impossible to 
splice the wire. He contends that there 
is little difference between old and 
rusty wire and new wire for use in 
furnishing telephone service over a 
system of this character. Part of the 
testimony indicating the owner’s posi- 
tion relative to the use of rusty wire 
reads as follows: 

Q. This rusty wire that is there, 
how long has that been there? 

A. (By Mr. Cross.) Well, I'd be 
safe to say that all of the old wire that 
was in there twenty years ago when | 
bought the stock, that at least 90 per 
cent of it has been replaced. I am safe 
in saying that it has—and you talk 
about rusty wire. There isn’t a tele- 
phone company on the face of the earth 
that takes down and throws away wire 
because it gets rusty on the outside. 
The wire is merely rusty on the out- 
side, and there is as much life left in 
it as any other wire, it is just a ques- 
tion of it rusts too much and to such 
an extent that there is not enough left 
on the inside on the metal to carry the 
current. 

Q. You are badly misinformed as 
to most of the companies in the state 
on that point. 

A. They don’t when it is just rust 
on the outside. 

Q. You are testifying to that of your 
own knowledge? 

A. I have seen lots of extensions, 
lots of them, and you can take any 
rural telephone exchange and they will 
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tell you they don’t take the wire down 
just because it gets a little rusty. 

In the many years this Commission 
has been hearing telephone utilities rel- 
ative to the use of rusty wire, particu- 
larly wire that is so old and rusty that 
it is brittle, as the complainants state 
in this case, it has never heard testi- 
mony of this character, that is, it has 
never heard the engineering employees 
of any telephone company or the man- 
agement of any telephone company 
state or indicate that a telephone wire 
carrying any rust at all can be used 
as successfully as new wire for the 
construction or reconstruction of tele- 
phone lines. It is known by those 
versed in the art of telephone work 
that when wire is so old that it is 
rusty and crystallized it has much less 
transmission qualities than new wire 
and the splicing of joints when made 
with rusty wire soon rusts again 
thereby bringing into the circuit high 
resistance joints that make the trans- 
mission of messages over such circuits 
difficult and unsatisfactory. 

[2] The management also com- 
plains that the farmers in the country 
have failed to cut the hedges, thereby 
excusing himself from attempting to 
repair the circuits located along the 
highways grown up in brush and 
hedge. The owner does not indicate 
that he has requested authority from 
the farmers to cut the brush and hedge 
or to construct new lines away from 
the highway in the farmers’ fields. If 
the farm customer is anxious enough 
for telephone service and is not able 
or is unwilling to cut the hedge along 
the highway, he doubtless would ex- 
pect to allow the owner of the tele- 
phone exchange to construct the tele- 
phone line along private right of way 
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or else have to forego the use of tele- 
phone service. 

[3] The owner of the exchange also 
complains that he is unable to do any- 
thing in the way of reconstructing the 
system, thereby practically admitting 
it is in bad condition, because the rates 
received from the operation of the ex- 
change are not sufficient to pay the 
cost of rehabilitating the system and 
putting it in proper operating condi- 
tion. The owner of the exchange is 
an attorney and knows the provisions 
of the Missouri Public Service Com- 
mission law which gives him the right, 
and provides the procedure to be fol- 
lowed, in making an application to this 
Commission at any time for rates that 
will produce sufficient revenues to 
meet the expenses incurred in operat- 
ing this exchange and allowing a suf- 
ficient amount for taxes, depreciation, 
and a reasonable return on the fair 
value of the property. He also, as an 
attorney, should realize that he has 
assumed the duty in operating the tele- 
phone plant as a public utility to give 
these complainants and the public 
satisfactory service before he is in the 
position to reqtest such rates. 

From the evidence that has been 
submitted in this case, the Commis- 
sion is of the opinion that the 167 
complainants who have come to this 
Commission for relief are here serious- 
ly requesting that something be done 
to give them satisfactory telephone 
service. There is no indication that 
these customers are not willing to pay 
a fair rate if and when they get satis- 
factory service. 

At the hearing, as the record will 
show, the owner of the exchange dis- 
cussed the difficulties that he states 
now exist relative to the purchase of 
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materials and supplies and the securing 
of labor for reconstructing and con- 
structing telephone exchanges of this 
character. He does not show that a 
diligent effort has been made to pur- 
chase and secure materials that may 
be required for rebuilding the system 
at Cowgill. It is true that the late 
war made it difficult to get materials, 
but the Commission is fully informed 
that some of the owners of the ex- 
changes throughout the state, even 
during the war, were able to secure 
materials for keeping their plants in 
first-class condition, some of them for 
reconstructing their systems. The 


War Production Board recognized the 
necessity of keeping the communica- 
tion systems of this country in good 
operating condition all through the 
late war and allowed materials and 
supplies for that purpose. 


The complainants requested, if con- 
venient to this Commission, that the 
hearing be held at a point near Cow- 
gill so that a greater number of com- 
plainants would be able to attend the 
hearing. It did not appear to the 
Commission to be necessary to so ar- 
range the hearing, but at that, there 
were presented at the hearing fourteen 
of the complainants whose testimony, 
beyond any doubt, provides proof that 
the owner of this exchange has not 
done what he should have been doing 
for many years to furnish this com- 
munity with satisfactory service. It 
is not necessary to review the testi- 
mony of the fourteen representative 
complainants who did appear and testi- 
fy substantially to the same set of 


facts throughout the hearing. The evi- 
dence shows that the owner of this 
exchange should be required to take, 
without further delay, the steps neces- 
sary to rehabilitate the telephone sys- 
tem used in furnishing telephone 
service at the Cowgill Exchange and 
submit plans to this Commission indi- 
cating the program he proposes to set 
up for such rehabilitation and indicate 
the time that will be required to com- 
plete the work. He should then re- 
port to the Commission as soon as the 
work has been completed. 

It is, therefore, 

Ordered: 1. That Pross T. Cross, 
owner of the telephone exchange at 
Cowgill, Missouri, be and is hereby 
required to rehabilitate said telephone 
system, but before beginning such re- 
habilitation and within thirty days 
from the effective date of this order 
he is hereby required to submit de- 
tailed plans and specifications of the 
program that he has arranged for such 
rehabilitation and his estimate of the 
cost of rehabilitating such plant and 
giving his estimate of the time that 
will be required for the completion of 
such rehabilitation. 

Ordered: 2. That the Commission 
hereby retains jurisdiction of this case 
for the purpose of making such further 
order or orders as may be deemed nec- 
essary. 

Ordered: 3. That this order shall 
take effect ten days after the date 
hereof and the secretary of the Com- 
mission shall forthwith serve on all 
interested parties herein a certified 
copy of same. 
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Building Industries Exhibit, Incorporated 


Public Utilities Commission 


No. 31303 
— Ohio St —, 80 NE2d 836 
August 4, 1948 


PPEAL from order dismissing complaint alleging unjustness 
A and unreasonableness of telephone tariff and allowing cross 
complaint seeking amendment of tariff; order affirmed. For 

Commission decision, see (1947) 71 PUR NS 74. 


Service, § 171 — Resale of telephone service — Joint users. 
1. Where the owner of an office building subscribed for “measured” tele- 
phone service, and, through a central switchboard located in such building 
and connected with 139 telephones and 28 extensions, allowed his tenants 
to use such service, such subscriber and tenants were not joint users within 
the meaning of the provisions of tariff filed with the Public Utilities Com- 
mission that joint users must be located on the subscriber’s premises and 
in the same office or suite of offices as the subscriber, or in an office immedi- 
ately adjacent to and connected therewith, p. 156. 

Service, § 58 — Commission power — Amendment of tariff — Discontinuance of 

service. 

2. In such case, the Public Utilities Commission has the power to approve 
an amended tariff permitting the telephone company to discontinue such 
service, even though the service has been furnished for more than eighteen 
years, p. 157. 

Discrimination, § 233 — Telephone service — Service discrepancies. 
3. Where the telephone company furnishing such service files an amended 
tariff with the Public Utilities Commission indicating that the company will 
not furnish the same service to others under similar or same circumstances 
as such subscriber, the continuance of such service is discriminatory in viola- 
tion of §§ 614-13, 614-14, and 614-15, General Code, p. 157. 

Service, § 135 — Refusal to serve — Violation of filed tariff. 
4. Where a telephone company properly determines that telephone service 
it has been furnishing to a subscriber is violative of its tariff on file with 
the Public Utilities Commission, the company has good and sufficient rea- 
son, and it is its duty, to discontinue such service, p. 157. 
Headnotes by the Court. 

* 


This is an appeal, pursuant to § 544, the Public Utilities Commission of 
General Code, from a final order of Ohio. 
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The Building Industries Exhibit, 
Inc., appellant herein, complainant be- 
fore the Public Utilities Commission, 
will hereinafter be called the complain- 
ant. The Public Utilities Commis- 
sion, appellee herein, will hereinafter 
be called the Commission, and The 
Cincinnati & Suburban Bell Telephone 
Company will hereinafter be called the 
telephone company. 

The complainant owns and operates 
an office building in the city of Cincin- 
nati, Ohio. In 1927, the space in com- 
plainant’s building was designed and 
operated as salesrooms and exhibit 
space for the products of tenants who 
were members of the associated build- 
ings industries. Wendell B. Camp- 
bell, president of the complainant, on 
cross-examination testified before the 
Commission as follows: 

Q. When you started you couldn’t 
exhibit these building materials in 
these little offices, could you? A. 
When we started back in 1927—back 
in 1926, we didn’t expect to have of- 
fices at all, and where the present of- 
fices are was originally laid out for ex- 
hibition space. 

Q. That was true when you made 
your first arrangement with the tele- 
phone company, wasn’t it? A. Yes. 
We were going along in that way, and 
when we incorporated that was what 
we had in mind. 

Since, at its inception in 1927, com- 
plainant’s tenants were engaged in re- 
lated industries and were out of the 
building a great part of the working 
day with no one to receive telephone 
calls during their absence, complain- 
ant decided to furnish its tenants with 
telephone service through a central 
switchboard operated with lines to 
each tenant and with extension and 
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listings as requested and needed. Ne- 
gotiations toward the establishment 
of such a switchboard service were 
commenced with the telephone com- 
pany, resulting in an agreement be- 
tween the complainant and the tele- 
phone company for the installation of 
a central switchboard with a type of 
service limiting free outgoing calls to 
200 per month with 4 cents per call on 
all additional outgoing calls. This 
service has continued to date with all 
charges paid by complainant, except 
only the exact charges for long-dis- 
tance calls, which charges are collected 
by complainant from its tenants. 

The tariff in effect during the pe- 
riod from 1927 to 1945 provided in 
part as follows: 

“1. In general, exchange service is 
furnished for the exclusive use of the 
subscriber, his representatives, em- 
ployees, and members of the subscrib- 
er’s immediate family. A joint user, 
therefore, may be defined as a person, 
firm, or corporation, whose use of a 
subscriber’s service is not contem- 
plated under the terms of a subscrib- 
er’s contract, but who, subject to the 
consent of the subscriber and to the 
rules and regulations specified in this 
general exchange tariff, is privileged 
to use the subscriber’s service. To fa- 
cilitate this use of the service, each 
joint user is allowed one listing in the 
alphabetical section of the directory 
without charge.” 

“4. The joint user must be located 
on the subscriber’s premises and in the 
same office or suite of offices as the 
subscriber, or in an office immediately 
adjacent to and connected therewith. 


” 


“12. Not more than four joint users 
are allowed in connection with individ- 
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ual- or party-line flat rate service or 
for each flat rate private branch ex- 
change trunk line.” 

Beginning in 1929, the character of 
the use and occupancy of complain- 
ant’s building changed drastically 
from exhibit or display space to pri- 
vate offices; the number of tenants in- 
creased ; the number of trunk lines in- 
creased to 30; and the number of main 
stations increased to 139, plus 28 ex- 
tension telephones. In 1945, the tele- 
phone company adopted a new tariff, 
the pertinent parts of which are as fol- 
lows : 

“12. Not more than four joint users 
are allowed in connection with the 
service of any subscriber. 

“Note: Subscribers, who as of De- 
cember 15, 1945, were furnished in ex- 
cess of four joint users in connection 
with their service, in accordance with 
prior provision of this General Ex- 
change Tariff, shall be permitted to re- 
tain, as a maximum, at their then ex- 
isting premises, the number of joint 
users furnished as of said date.” 

This tariff was filed with and ap- 
proved by the Commission. 

On May 24, 1946, the complainant 
filed a complaint with the Commis- 
sion, alleging that the new tariff, in 
placing a limit on all joint-user serv- 
ice, is an unjust and unreasonable re- 
striction on the service which com- 
plainant had been receiving and is un- 
justly preferential with the service 
available to permanent tenants of ho- 
tels maintaining a private branch ex- 
change. 

The telephone company filed an an- 
swer and cross-complaint asking that 
the amended tariff be amended by de- 
leting the following paragraph from 
such amended tariff : 
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“Note: Subscribers, who as of De- 
cember 15, 1945, were furnished in 
excess of four joint users in connec- 
tion with their service, in accordance 
with prior provision of this General 
Exchange Tariff, shall be permitted to 
retain, as a maximum, at their then 
existing premises, the number of joint 
users furnished as of said date.” 

The Commission after a full hearing 
found: 

“1. The service furnished Building 
Industries Exhibit, Inc., by The Cin- 
cinnati & Suburban Bell Telephone 
Company since 1927 has been in vio- 
lation of its tariff provisions contained 
in paragraph 4 of § 11, Original Sheet 
1, effective March 1, 1926. 

“2. The service furnished since 
1927 has been discriminatory within 
the meaning of the provisions of Gen 
Code 614-13, 14. 

“3. First Revised Sheet No. 1 of 
§ 11 of defendant’s General Exchange 
Tariff P.U.C.O. No. 3 and the pro- 
posed amendment thereto as requested 
in the defendant’s cross-complaint are 
reasonable and just and correct past 
discriminatory practices wrongfully 
permitted by defendant. 

“4. The complaint of Building In- 
dustries Exhibit, Inc., should be dis- 
missed and the amendment to First 
Revised Sheet No. 1 of § 11 of defend- 
ant’s General Exchange Tariff, P.U. 
C.O. No. 3 should be allowed, but in 
view of needs of complainant’s tenants 
for service a period of two years from 
the date of this order is allowed these 
tenants and any others similarly situ- 
ated to arrange for telephonic service. 

“Tt is, therefore, ordered, that the 
complaint herein be, and the same 
hereby is, dismissed. And it is fur- 
ther 
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“Ordered, that the amendment pro- 
posed by defendant in its counter-com- 
plaint be allowed conditioned upon the 
filing of a proper tariff therefor, re- 
serving in said tariff the right of sub- 
scribers, who as of December 15, 1945, 
were furnished in excess of four 
joint users in connection with their 
service, a period of two years from the 
date of this order within which to 
make other arrangements for service.” 

From that order complainant has 
appealed to this court on the ground 
that such order is unreasonable and 
unlawful. 

Robert Adair Black, of Cincinnati, 
and Kenneth L. Sater, of Columbus, 
for appellant; Hugh S. Jenkins, At- 
torney General, and Harry G. Fitz- 
gerald, Jr., of Columbus, for appel- 
lee. 


At the time com- 


SOHNGEN, J.: 
plainant contracted with the telephone 
company and became a subscriber for 
its “measured service,” the original 


general exchange tariff, effective 
March 1, 1926, was in effect. It re- 
mained in effect until 1945, when the 
telephone company adopted and filed a 
revised tariff effective December 15, 
1945, which was approved by the 
Commission. In the instant proceed- 
ing, on application of the telephone 
company, the authority to adopt the 
revised tariff of December 15, 1945, 
was granted by the Commission, so 
that this appeal presents for our con- 
sideration the question whether the or- 
der of the Commission approving the 
new tariff provision in this case is un- 
reasonable or unlawful. 

The complainant claims that the 
service rendered it by the telephone 
company was not in violation of the 
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tariff provisions on file with the Com. 
mission and effective at the inception 
of the service, and that complainant's 
tenants were true “joint users” with- 
in the meaning of such provisions. 

Paragraph 4, § 11, of the General 
Exchange Tariff, Original Sheet, 
Joint User Service, provided: 

“The joint user must be located on 
the subscriber’s premises and in the 
same office or suite of offices as the 
subscriber, or in an office immedi- 
ately adjacent to and connected there- 
Ge osu35" 

Paragraph 12, § 11, of the same 
General Exchange Tariff provided: 

“Not more than four joint users are 
allowed in connection with individual- 
or party-line flat rate service or for 
each flat rate private branch exchange 
trunk line.” 

Determination of complainant's 
contention depends upon the meaning 
of the phrase, “located in the 
same office or suite of offices 
or in an office immediately adjacent 
to and connected therewith.” 

The complainant does not contend 
that the joint user was by users “in 
the same office or suite of offices,” but 
does contend that the joint user was 
by users “in an office immediately ad- 
jacent to and connected therewith,” 
citing for its authority definitions of 
the various words used in the phrase 
contained in such paragraph 4 of the 
tariff. 

[1] In construing the phrase in 
question, the words must be construed 
in the light of the purpose of the tariff. 
The tariff with respect to joint-user 
service showed that it was a special 
type of service furnished to provide 
for situations where a subscriber hav- 
ing more space than was needed for 
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his own use rented part of that space 
to another person. 

It is clear to the writer of this opin- 
jon that such joint-user service was 
never intended to be available for use 
as a telephone service for a general 
office building with one subscriber fur- 
nishing telephone service to all the ten- 
ants of such building, and, in the opin- 
ion of this court, the service rendered 
by the telephone company to complain- 
ant was in violation of the tariff pro- 
visions on file with the Commission 
during the period of time under dis- 
cussion in this case. 

[2-4] The complainant contends 
that even if such service did violate 
the tariff provisions on file with the 
Commission, the telephone company 
should not be permitted to discontinue 
complainant’s existing service because 
the telephone company has been ren- 
dering that service for more than 
eighteen years and is estopped from 
such discontinuance. This contention 
is not supported by sound reason nor 
by the decisions in cases wherein the 
principle was urged. The Ohio Pub- 
lic Utilities Commission Act provides 
that the Commission shall have pow- 
er to regulate public utilities and shall 
have general supervision over the ade- 
quacy of service rendered by public 
utilities (§§ 614-3 and 614-12, Gen- 
eral Code). The act provides that no 
public utility shall give any unreason- 
able preference or advantage to any 
person or firm (§§ 614-14 and 614-15, 
General Code). Sound reasoning 
compels the conclusion that a public 
utility cannot be required to render a 
service in violation of its filed tariffs 
prescribed by the act. 

In the case of Midland Realty Co. 
v. Kansas City Power & Light Co. 
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(1937) 300 US 109, 81 L ed 540, 17 
PURNS 113, 57 S Ct 345, 347, it 
was held: 

“But the state has power to annul 
and supersede rates previously estab- 
lished by contract between utilities and 
their customers. It has power to re- 
quire service at nondiscriminatory 
rates, to prohibit service at rates too 
low to yield the cost rightly attribut- 
able to it, and to require utilities to 
publish their rates and to adhere to 
them.” 

Complainant contends also that a 
public utility once having established 
a service, the service cannot be discon- 
tinued unless and until some good and 
sufficient reason is shown therefor. 
Citing New York C. R. Co. v. Public 
Utilities Commission (1935) 129 
Ohio St 381, 195 NE 566, and Hock- 
ing Valley R. Co. v. Public Utilities 
Commission, 92 Ohio St 9, PUR 
1916A 1062, 110 NE 521, LRA 
1918A 267, Ann Cas 1917B 1154. 

In our opinion, when the telephone 
company in the instant case properly 
determined that the service being fur- 
nished to complainant violated its 
tariff, the company had good and suf- 
ficient reason to discontinue such serv- 
ice and it was its duty to do so. 

Does the service presently ren- 
dered to complainant and its tenants 
constitute discrimination in violation 
of §§ 614-13, 614-14 and 614-15, 
General Code? 

Section 614-13 provides: 

“Every public utility shall furnish 
and provide with respect to its busi- 
ness such instrumentalities and facili- 
ties as shall be adequate and in all re- 
spects just and reasonable. All charges 
made or demanded for any service ren- 
dered, or to be rendered, shall be just 
75 PURNS 
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and reasonable, and not more than al- 
lowed by law or by order of the Com- 
mission. Every unjust or unreason- 
able charge made or demanded for any 
service, or in connection therewith, or 
in excess of that allowed by law or by 
order of the Commission, is prohibited 
and declared to be unlawful.” 

Section 614-14 provides: 

“No public utility shall directly or 
indirectly, or by any special rate, re- 
bate, drawback or other device or 
method, charge, demand, collect, or re- 
ceive from any person, firm, or corpo- 
ration, a greater or less compensation 
for any services rendered, or to be ren- 
dered, except as provided in this act, 
than it charges, demands, collects, or 
receives from any other person, firm, 
or corporation for doing a like and 
contemporaneous service under the 


same, or substantially the same cir- 


cumstances and conditions. Nor shall 
free service or service for less than ac- 
tual cost be furnished for the purpose 
of destroying competition, and such 
free service and every such charge is 
prohibited and declared unlawful.” 

Section 614-15 provides: 

“No public utility shall make or give 
any undue or unreasonable preference 
or advantage to any person, firm, cor- 
poration, or locality, or subject the 
same to any undue or unreasonable 
prejudice or disadvantage in any re- 
spect whatsoever.” 


If, under the telephone company’s 
general exchange tariff, the company 
is furnishing complainant and its ten- 
ants a service which it could not fur- 
nish to others under similar or the 
same circumstances, such service is 
discriminatory. In the instant case, 
since the telephone company by filing 
an amended tariff has clearly shown 
that it would not furnish the same 
service to others under similar or the 
same circumstances as the complain- 
ant, we must conclude that the service 
which complainant is receiving consti- 
tutes a discrimination which is pro- 
hibited under § 614-15, General Code. 

It is our opinion in the instant case 
that the service rendered by the tele- 
phone company to complainant was in 
violation of the tariff provisions on 
file with the Commission ; that the tele- 
phone company’s knowledge of such 
violation does not estop the Commis- 
sion from ordering a discontinuance of 
such violation; and that the service 
which complainant is presently receiv- 
ing from the telephone company is dis- 
criminatory and in violation of § 614+ 
15, General Code. 

The order of the Commission being 
neither unreasonable nor unlawful, the 
same is affirmed. P 

Order affirmed. 


Weygandt, C.J., and Turner, Mat- 
thias, Hart, Zimmerman, and Stewart, 
JJ., concur. 





75 PUR NS 





pany’s 
npany 
S ten- 
t fur- 
yr the 
ice is 
case, 
filing 
shown 
same 
or the 
plain- 
ervice 
onsti- 
} pro- 
Code. 
t case 
» tele- 
vas in 
1s on 
e tele- 
such 
nmis- 
nce of 
orvice 
eceiv- 
s dis- 
614 


being 
I, the 


Mat- 
wart, 


MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Consolidated Gas Company 


D-3000-48.2 
August 9, 1948 


PPLICATION for temporary or interim order directing gas 
yi \ company to reinstitute normal gas service pending hearing 
on demurrer; interim order denied without prejudice. 


Discrimination, § 239 — Interim order — Gas service. 
Commission power to grant immediate and interim relief pending a hearing 
on a complaint respecting alleged discrimination in gas service should not 
be invoked or exercised except upon a showing of an extreme emergency 
from which irreparable loss and damage would ensue if such relief were 


not granted. 


By the Commission: On July 30, 
1948, Nash-Kelvinator Corporation, 
Campbell Wyant and Cannon Found- 
ty Company, Michigan Bumper Cor- 
poration, Lakey Foundry and Machine 
Company, Continental Motors Corpo- 
ration, and Norge Division of Borg- 
Warner Corporation, all being indus- 
trial customers of Michigan Consoli- 
dated Gas Company located in either 
the Grand Rapids or the Muskegon 
area, filed a joint petition with this 
Commission seeking an order direct- 
ing said Michigan Consolidated Gas 
Company to restore to the said peti- 
tioners full industrial gas service 
which has been greatly curtailed by 
Consolidated with the approval of this 
Commission as shown in its opinion 
and order entered on January 27, 
1948, 74 PUR NS 406, in this same 
docket. 

The petition requests a hearing and 
a full and complete investigation of the 
facts and circumstances respecting an 
alleged discrimination in service pres- 
ently being practiced by Consolidated 
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and the threatened continuance of 
such alleged discrimination against 
the petitioners and others similarly 
situated in the Grand Rapids-Muske- 
gon areas. 

The petitioners further request: 

“That this Commission forthwith, 
and upon the filing of this petition, 
cause to be issued out of and under 
the seal of this Commission, an order 
directing the said Consolidated to ap- 
pear and show cause if any it has, why 
the said Consolidated should not be 
ordered during the pendency of this 
proceeding to discontinue the discrim- 
inatory practices presently in effect 
and to resume normal service of indus- 
trial gas to the petitioners and others 
similarly situated until the further or- 
der of this Commission.” 

In compliance with the prayer of 
petitioners as above quoted, this Com- 
mission issued its order to show cause, 
setting Friday, August 6th, as the date 
of hearing thereof as to why the prayer 
of said petitioners should not be grant- 
ed, and why a temporary or interim or- 
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der should not be issued out of and 
under the seal of this Commission, or- 
dering the defendant Michigan Con- 
solidated Gas Company to reinstitute 
normal gas service to the petitioners 
and others similarly situated in the 
Grand Rapids-Muskegon areas, to the 
same extent, and in like manner, as 
such gas service is presently being ac- 
corded to firm industrial users of gas 
situated in and about the Detroit area, 
until a final determination is made by 
the Commission on the merits of said 
petition, or until the further order of 
the Commission. 

At the aforesaid hearing, petition- 
ers and Michigan Consolidated were 
represented by counsel and all were 
given opportunity to be fully heard. 
It was argued by the petitioners that 
they are being put to greatly increased 
expense for the purchase of substitute 
fuels for the lower-priced natural gas, 
which added cost having once been in- 
curred cannot be recovered and that an 
immediate order of the Commission is 
necessary in order to save them from 
further harm. It was admitted, how- 
ever, that the emergency is no greater 
now than at the time of the issuance 
of this Commission’s order January 
27, 1948, as referred to above, supra, 
but it was contended that certain con- 
ditions existing on or about January 
27, 1948, have since so changed that 
while relief may not have been proper 
at the time of the January 27th order, 
supra, it is proper and necessary at 
this time. 

The respondent, Michigan Consoli- 
dated Gas Company, argued that its 
anticipated supply of natural gas ap- 
pears to be less at this time than at 


the time of the January 27th order, 
supra, and that the restoration of ful 
service to the petitioners would do it 
irreparable harm. 

It is important to bear in mind tha 
the matter now before the Commission 
and which is all that the Commission 
is considering is an application for im. 
mediate and interim relief pending q 
hearing on the petition on its merits 
While the Commission might wel 
have power to grant such relief upon 
a proper showing, it is the belief anj 
opinion of the Commission that such 
power should not be invoked, nor ex. 
ercised, except upon a showing of an 
extreme emergency from which it. 
reparable loss and damage would er- 
sue if such temporary and immediate 
relief were not granted. No such shov- 
ing has been made, or even claimed for 
that matter, and, in fact, during the 
hearing it has readily conceded that 
conditions are neither different nor 
worse in this respect than they were 
on January 27, 1948, when the above 
mentioned order was entered, supra. 

Now, therefore, it is hereby ordered 
by the Michigan Public Service Com- 
mission that the prayer of the petition- 
ers for a temporary or interim order 
directing Michigan Consolidated Gas 
Company to reinstitute normal ga 
service to said petitioners be, and the 
same is hereby denied without preju 
dice and that the matter be brought on 
for hearing on its merits at the earl 
est available time. 

The Commission hereby reserves 
unto itself jurisdiction in-this matter 
and the right to enter any further or- 
der or orders herein which the cit 
cumstances may require. 
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: } Industrial Progress 
a g 
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A digest of information on new construction by pri- 
vately managed utilities; similar information relati 
to government owned utilities; news concerning prod- 


ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Virginia Electric & Power Has 
$109,000,000 Program Underway 
Sf VirGINIA Etectric & Power CoMPANY 

has underway, a $109,000,000 construction 
program, of which about $29,000,000 will be 
spent this year. Estimate for the years 1949 
through 1951 is about $80,000,000. 

Of the $80,000,000 estimated for future con- 
struction, $36,000,000 is the estimated cost to 
the end of 1951 of 220,000 kilowatts of new 
steam units to be installed in existing plants 
and 70,000 kilowatts of hydro units planned 
for installation in a new station on the Roanoke 
Tiver. 

One of the steam units, with an installed 
capacity of 60,000 kilowatts and the hydro 
units are not expected to be completed and in 
operation until sometime in 1952. 


Associated Telephone Plans 
Large Construction Program 


M than $35,000,000 is being spent by 
Associated Telephone Company, Ltd., 
for gross property additions for the years 1948 
and 1949. The company is engaged in the 
largest construction program in its history. 

Gross property additions for the year 1947 
were $11,733,643 and for the first eight months 
of 1948 totaled $10,693,485. It is estimated that 
gross property additions and betterments for 
this year will amount to $19,458,000. 

Major additions scheduled for the sixteen 
months to end December 31, 1949, will be ap- 
proximately $2,643,000 for buildings, $6,720,- 
000 for central office equipment, $7,846,000 for 
— equipment, and $6,200,000 for outside 
plant. yf 


Central Hudson Again to 
Offer RPI Scholarship 


C=z™ Hupson Gas & Execrric Corpora- 
TION has announced that during the sum- 
mer of 1949 it will repeat the highly successful 
course in public utility operation which it of- 
fered to high school juniors during the past 
summer. The outstanding student of the 1949 
indoctrination course will be awarded a four- 
year engineering scholarship to the Rensselaer 
Polytechnic Institute available in the fall of 
1950. All students will be paid a salary during 
their three-week study period with the com- 
pany. 

Students at public high schools in the area 
served by Central Hudson will be eligible for 


the 1949 course if they have finished their 
junior year with an average of 75 per cent 
or better, have had at least one year of general 
science, and two years of mathematics, and will 
agree to study physics during their senior year 
if they have not already taken this course. One 
student will be accepted from each of thirty- 
two high schools. 

Commenting -on the 1949 indoctrination 
course, Harris E. Dexter, vice president in 
charge of commercial relations of Central Hud- 
son, said: “‘We conducted our course this past 
summer as an experiment, We hoped that study 
of every phase of public utility operation might 
lead some boys to consider this useful field 
as a lifetime career opportunity. Eventually 
this would aid our company to recruit a greater 
share of its engineering personnel from the area 
it serves. 

“The experiment was successful beyond our 
highest expectations. The thirty-two boys who 
were with us this summer all did a fine job 
and I only wish we could afford to give all of 
them scholarships. Although this is impossible 
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Improved Sherman 
ARMOR ROD CLAMPS 


Made of special silicon aluminum 
alloy. Exceptionally high tensile 
strength and corrosion resistance. No. 
R-101 has pure copper liner in small 
groove. Large groove for #6 to 1/10 
ACSR over armor rods. Write for 
Bulletin 25. 


H. B. SHERMAN MFG. CO. 
Battle Creek, Mich. 
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INDUSTRIAL PROGRESS—( Continued) 











ofen your Peun-Union Catalog 
---you'll find what you 


need in the comlede line 


The wide variety offered in the 


Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment .. . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. ; 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


PENN-UNION 


CON ODOUCTOR 2 ee ne ee 














Mention the Fortnicutty—It identifies your inquiry 


we are glad that we can run a sithilar indocy 
nation course in 1949. If we have a group é 
boys next summer comparable in quality to ¢ 
group we had this summer we will be mo 
than satisfied.” - 


Catalogs and Bulletins 


“Twin-W eld” Welding Hose 


Gunz and quick methods of installix 
Hewitt Rubber’s patented “Twin-Wei 
welding hose are told in a pamphlet release 
recently by Hewitt Rubber Division, Hewi 
Robins Incorporated of Buffalo. 

The pamphlet explains the ease of handlin 
the greater safety, and the faster operatic 
achievéd with Twin-Weld hose. This hose 
a “double-barreled” unit, made up of two lin 
of highest quality, cord-reinforced weldg 
hose molded side by side in one complete um 
and, according to the manufacturer, elimin: 
entirely the need for makeshift taping of i 
dividual lines and sprawling of separate unit 




































Motor and Generator Brush Standardization 


wae Carbon Company, Inc., is offe 
ing a booklet on Standardization of 
bon, Graphite, and Metal-Graphite a, 
Motors and Generators, which outlines a si 
ple method of saving time and money fort 
users of motors and generators by illustrati 
how standardization can be accomplished. 

A copy of catalog section B-2106 may 
obtained by writing National Carbon Company 
Inc., Room 1328, 30 East 42nd street, N 
York 17, New York. 


Latex Insulated Wire and Cable 


Te electrical wire and cable departme 
United States Rubber Company, has pi 
lished a 20-page catalog describing its li 
of latex insulated building wires and cables. 

The booklet gives performance characte 
istics, details of construction and specificatio 
for the company’s full line of armored cable 
service entrance cables, non-metallic sheath 
cables, and its new building wire designed 
cifically for use in wet locations. 


Care and Operation of Dry Type Transf 


A NEW 16-page booklet on the installati 
care, and operation of dry type traf 
formers has been issued by Allis-Chalmers. 

Covered in the booklet are instructions i 
unloading the transformer and suggestions 
its installation or storage. A number of 

roved methods of drying coii and core ass¢ 
biies are given should the transformer beco 
exposed to moisture at any time. 

The manner of placing the transformer it 
service and maintenance hints are also © 
tained in the booklet, together with a descri 
tion’ of accessories and equipment and typic 
wiring diagrams for thermal control equ 
ment. 

Copies of the booklet, 61X7088, are availa! 
upon request from Allis-Chalmers Mfg. G 
pany, Milwaukee, Wisconsin. 
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FRESHND-AIRE 
NOW! 


MOISTURIZES AIR 

Guards against tinder-dry overheated 
indoor air that increases susceptibility to 
colds, coughs. Protects woodwork and 
household furnishings ... Saves fuel. 


FILTERS AIR 
Does thorough job of removing smoke, 
dust, dirt and pollen. An all-year ‘round 
home necessity for good health. 


DEODORIZES AIR 


Filter and water-fall action traps odors 
and impurities —assures freshened, crys- 
tal clear air any time of year. 


Write For Complete Information 


FRESH ND-AIRE 


ROOM CONDITIONER AND HUMIDIFIER 


“Water-fall action” washes air and 
circulates 13,000 cu. ft. of fresh- 
ened air per hour. Needs no water 
connections. 115 volts, 60 cycles. 
Approved by Underwriters’ Lab- 
oratories. Water capacity: 3 gals. 
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Sing a song of Christmas Seals| 


It’s part of the American Christmas spirit — to 
give the greatest gift of all . . . health, life itself. 


sERRY ©) 
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It began in 1907, this idea of buying Christmas 
Seals to overcome tuberculosis . . . and each 
Christmas since, the crescendo has swelled. Last 
year, it reached a mighty chorus of more than 
15,000,000 American families. 


You probably were included; thank you, and 
thank you again. If not, join in. Add even a tiny 
remembrance to the bottom of this year’s Christ- 
mas list. Send your contribution to your Tuber- 


culosis Association today, please. 


BUY 
CHRISTMAS SEALS 


Because of the importance of 
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IBM Accounting provides a uniform machine 
method for all major public utility accounting 
and statistical functions. Once IBM Cards are 
punched with information concerning each 
accounting entry, all subsequent operations 
are performed automatically. 


Electric Punched Card Accounting Machines 
handle all payroll, material, accounts payable, 
and transportation accounting. In addition, all 
types of financial and operating reports are 
available to management when they are needed. 


The inherent flexibility of IBM Accounting 
enables each installation to meet individual 
requirements. An IBM representative will be 
pleased to discuss further the man 
advantages of the IBM method 
Conseil and Customer Accounting. 














ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 


PROOF MACHINES... SERVICE BUREAUS... ELECTRIC TYPEWRITERS... 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 








al Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 






Public Utilities Fortnightly 








a ‘nd 


\4 a successful 


& safety program 


is more than signs 







‘a and slogans! 
= 


HIGH 
Aol 8 F-Ve is 





FE ss 


be coust® 


Appraisal . Budget . Business Studies - Consulting Eaginesring - Design & Construction . Financial . Industrial Relations - 
Inspection & Expediting . Insurance & Pensions . Purchasing « Rates & Pricing . Research . Sales 2 Marketing . Systems & Methods . Taxes . Trail 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) ; 


ember 2, 1948 Public Utilities Fortnightly 


Only Dodge Builds 
JrbKaied Trucks 


You'll save money with a truck that’s exactly the right one of 7. different 
built to fit your job. A truck that’stoo ‘truck engines . . . the right chassis 
big, will waste gas and oil. Or, if it’s units throughout to haul a specific 
too small it won’t stand up . . . main- load, over specific roads, with time- 
tenance costs will be excessive. Dodge _ saving efficiency. And naturally, a 
“Job-Rated’” trucks save valuable truck that fits the job. . . lasts longer! 
time, too, simply by keeping out of | Ask your Dodge dealer to show you 
the repair shop. They save time, the right ‘‘Job-Rated’’ truck to fit your 
because each truck is engineered with job .. . save you money! 


You'll profit from these NEW features, too! 


New “‘cross-steering,”” with shorter wheelbases 
that accommodate full-size bodies, enables you 
to turn in much smaller circles. You can park, 
back into alleys or up to loading platforms with 


CONVENTIONAL LEFT TURN —e> 


CONVENTIONAL RIGHT TURN 


much greater ease. Front 
axles have been moved back 
and engines forward. More 
of the load is on the front 
axle .. . giving much better 
weight distribution. Com- 
: bined with wider tread axles, 
23h longer springs, and ‘“‘Air-O- 
Ride” seats you get a mar- 
velous new “cushioned ride.”’ 
He 


of Remerens DODGE MG TRUCKS 


of your local telephone directory. 
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The bills of these birds never change. 


The peculiar bird’s bill at the left is long and 
thin. The duck’s bill is always sort of flat. The 
pelican’s bill always has a pouch attached. 


Each species retains the same distinctive bill 
—year after year. 


It’s a far different story, however, with con- 
sumer’s bills. As you so well know, some of 
them change. Some customers’ bills may show 
a marked increase ... or decrease . .. in kilo- 
watt-hour usage over a short period of time. 


A current analysis of your bills, therefore, 
may disclose certain trends that will be of con- 
siderable value to you in planning your rate 
and promotional programs. 


Many such bill analyses are compiled for utili- 
ties by the Recording and Statistical Corpora- 
tion. The tabulations are made on specially 
designed electro-mechanical equipment. As 
many as 200,000 bills can be analyzed each day 
by trained personnel. 


FREE booklet for you 
We shall be glad to give you the facts about 


Some interesting 
facts about bills ! 


this accurate and economical method of co 
piling customers’ usage data. 


Write today for “The One Step Method of Bi 
Analysis. ” It may save you time and mor 
in the months to come. 





RECORDING AND STATISTICAL CORPORATIO 


100 Sixth Avenue 


New York 13, N. Y. 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


never thought of floors in relation to earning power” 































HERE'S WHAT THE ARCHITECT SHOWED 


—- 


MAAAAL SS 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
YY the steel is ready. Steel construction gives 





d of co 


a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 











These are factors any investor can easily translate into terms Why Q-Floor keeps a building modern. 
of money saved. They mean more revenue over the years Sin cieubatis at Gabeira tat 
and earlier revenue right from the start. Let’s look at the details—” by phe no carrying the wires of every 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
Write for the simple facts— hole, takes literally only a few minutes. 
H. H. ROBERTSON COMPANY co many ‘cuthan, changed a often end 

nd adds ° e as many outlets, as often 
located exactly, as they please. Such per- 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania camentiy daaits Qase chiay tae abana 
Factories in Ambridge, Pe., Hamilton, Ont., Eth port, Engtend ing permanently modern. The may 
with live arteries 


Offices in 50 Principal Ciies ooe World. Wide Building Service 
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A Banking Service 
Exclusively For 


Pusiic OUTmiries 


we YOUR ORGANIZATION welcome cooperation 
on a particular financial problem? Assistance 
in formulating new fiscal programs? More and 
more public utility companies are using the Irving 
Trust Company for these and other purposes. 


Here you will find a department devoted solely 
to public utility matters. It is staffed with men 
of broad practical experience in the industry and 
supervised by a Vice-President with a background of 
more than 30 years in public utility management, 
TOM P. WALKER. 


Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency fa- 
cilities of a large commercial bank. 


mn i<G Gms 


ONE WALL STREET ¢ NEW YORK 15, N. Y. 


Capital Funds over $115,000,000 
Total Resources over $1,100,000,000 
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CLEVELANDS ...- 


WISE « DIVIDEND-PAYING INVESTMENTS 


if you want a machine that will 
dig a lot of trench in quick time 
at low operating cost—that is 
extremely easy to handle—that 
will require a minimum of 
maintenance—that is compact 
and mobile—a machine that is 
husky enough to take the hard- 
est punishment and to deliver 
long, continuous performance on 
all types of trenching jobs — then 
you want a CLEVELAND with a 
proven record of maximum per- 
formance on hundreds of jobs. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisal, 
valuations, special reports, investigations, financing, design, and construction. » » > 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


Jord, Bacon & Davis 


7 
VALUATIONS Engineers pesigok iy 


REPORTS 








NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 








GILBERT ASSOCIATES, Ivc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction . Personnel Relations 
Inspections and Surveys Reading © New York © Heuston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 














FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION Cc re) NTRA Cc 7 re) R s BIGHT OF WAYS 
OVERHEAD UNDBRGROUND CHBMICAL CONTROL 
CONSTRUOTION MAINTENANOB PHILADELPHIA TREE TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 



































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 





She hu lj han \ Coyoovalion 


2 ie, F CONSTRUCTORS 


1200 N. Broad Stree: 


New Y 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants é 
Beston 10, Mass. “=== Washington, D. C. 
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Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 





! Complete Services for GAS and ELECTRIC Utilities 
SPC, aiimepmeret = QURVEYS + PLANS ak r itc ha r d 


Addition or Installations 


etail qeared to more profitable operation ENGINEERS * CONSTRUCTORS * MANUFACT 


Ref talog 





ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS 
INCORPORATED 
INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 
RATES OF RETURN 


HOME OFFice LASALLE 


345 HUDSON STREET STREET 
NEW YORK 14, N. Y. 8 icKeo 5. ILL. 








_E. A. STEINBERGER 


iting Valuation Accountant and Engineer 





reciation Studies, Original Cost Accounting, 
aluations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 
.1309 Liberty Bank Building Dallas 1, Texas 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, » © 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
. Sewage pat Industrial waste Problems 
aivnoles, Refuse Incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations . Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and_ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 
ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSALie St., CHicaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


ROBERT T. REGISTER 


Consulting Engineer 


HyprauLic Structures — UTILitTigs 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


A. S. SCHULMAN ELEctric Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DistrRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearporn Sr. Cricaco 








Francis S. HABERLY 
CONSULTING ENGINEERS 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MICHIGAN AVENUB, CHICAGO 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS © REPORTS 
DESIGN ¢ SUPERVISION 
“New Haven, Connecticut 
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THE ONLY VERTICAL 
BOOM DITCHER 


digs clean—leaves no ramp « discharges on either side 


H..e': an exclusive ditcher feature that saves as coral rock — down to 8 feet, 3 inches; widths 
a lot of hand labor. The Barber-Greene’s verti- up to 24 inches. Feeding speeds range from 10 
cal boom digs straight down, right up to walks, inches to 8 feet per minute. 
foundations, underground piping and mains, An adjustable spoils conveyor discharges on 
etc. There’s no ramp to run up digging costs. either side, and the automatic overload release 
Closely spaced, self-cleaning ‘“‘kick out” protects both the machine and hidden objects. 
buckets, traveling at high rate of speed, cut like Find out how this compact, maneuverable, 
a milling machine . . . leave a clean-walled easily controlled unit can keep your trenching 
trench. It's this efficient operating principle that costs down... and what varied work it will 
gets the B-G Ditcher through materials as tough perform. 87A 


BARBER - " (calli le Capea ILLINOIS 


BGa 


LOADERS = PERMANENT CONVEYORS PORTABLE CONVEYORS COAL MACHINES BITUMINOUS PLANTS FINISHERS OITCHERS 








